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USE OF MASS MAIL TO DEFRAUD 
CONSUMERS 


TUESDAY, SEPTEMBER 1, 1998 


U.S. Senate, 

Subcommittee on International Security, 
Proliferation and Federal Services, 

OF THE Committee on Governmental Affairs, 

Washi ngton, DC. 

The Subcommittee met, pursuant to notice, at 2:25 p.m. in room 
SD-342, Senate Dirksen Building, Hon. Thad Cochran, Chairman 
of the Subcommittee, presiding. 

Present: Senators Cochran, Levin, and Collins. 

OPENING STATEMENT OF SENATOR COCHRAN 

Senator Cochran. The committee will please come to order. 

We are pleased to have all of you here for our hearing today. We 
are considering at this hearing a subject that aggravates and frus- 
trates many Americans, the use of mass mailings that confuse and 
sometimes defraud consumers. We will examine some government 
look-alike mailings and sweepstakes-type solicitations and try to 
determine what Congress can do to discourage the use of these 
fraudulent and misleading mailings. 

Each year the Postal Service receives thousands of postal cus- 
tomer complaints r^arding the legitimacy of these mailings. A 
Ne/v York Times article on J uly 28 disclosed that from a contest at 
Reader’s Digest Magazine in 1962, there now are over 300 firms 
mailing more than 400 million sweepstakes offerings annually. 
Sweepstakes offers can result in big profits for the companies in- 
volved; in fact, consumers are four to five times as likely, we are 
told, to buy a product if a sweepstakes offer is involved. 

Since scheduling this hearing, our Subcommittee has been 
deluged with stories of consumers who have lost thousands of dol- 
lars— sometimes their life savings— to deceptive mailings. It is not 
just the sweepstakes offers that lure consumers into opening mail. 
Some mailers imply an association with the government. Other 
mailers cleverly entice consumers to join and contribute to or sup- 
port organizations, or to buy unneeded products and services. 

In 1990, President Bush signed into law the Deceptive Mailings 
Prevention Act, a bill which was specifically designed to crack 
down on government look-alike mailings. Nevertheless, consumers 
continue to receive a lot of mail looking suspiciously like govern- 
ment documents, or offering services already provided by the gov- 
ernment. 
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We really have no way of finding out how many people have been 
taken in by deceptive mailings or the amounts of money they have 
lost or spent, but estimates for both of these are very high. Accord- 
ing to the Federal Trade Commission, 52 percent of the complaints 
they receive on their Consumer Information System are related to 
sw^stakes, and over $40 billion is lost to consumers annually as 
a result of telemarketing and sweepstakes scams, with telemar- 
keting scams often originating in the mailbox. 

Over the years the Federal T rade Commission, the Postal I nspec- 
tion Service, and State Attorneys General have joined forces to 
crack down on prize promotion operators. J ust last year, three Fed- 
eral agencies, 25 State Attorneys General, and numerous local law 
enforcement agencies formed a strike force to collect and review di- 
rect mail. Project Mailbox resulted in 190 actions against compa- 
nies that use the mail to con consumers. 

This afternoon we will hear from three sets of witnesses. The 
first will be the distinguished Senator from Colorado, the FI on. Ben 
Nighthorse Campbell. Fie is the sponsor of S. 2141, the Flonesty in 
Sweepstakes Act of 1998. 

Our second panel includes Ken Flunter, Chief Inspector of the 
U.S. Postal Inspection Service; the FI on. Robert A. Butterworth, At- 
torney General for the State of Florida; and Stanley Pruss, Assist- 
ant Attorney General for the State of Michigan. 

The third panel will be Richard A. Barton, Senior Vice President 
of the Direct Marketing Association, and Dr. William Arnold, Direc- 
tor of Gerontology at Arizona State University. 

We are very pleased to have the cooperation and the assistance 
of this distinguished group of witnesses. We have also received 
some written statements from interested persons, and we are in- 
cluding those statements in our hearing record. ^ 

Before welcoming and recognizing our friend from Colorado, let 
me yield to my distinguished colleague on the panel, the Senator 
from Michigan. 

Senator Levin. 

OPENING STATEMENT OF SENATOR LEVIN 

Senator Levin. Mr. Chairman, thank you for holding these hear- 
ings. It is a subject that I and my staff nave devoted a tremendous 
amount of time to, and it is important that this Subcommittee take 
up this subject. 

"You are a guaranteed cash winner." "You are a guaranteed win- 
ner." "Guaranteed winner notification." Those phrases and others 
like them are used in millions of deceptive mail solicitations every 
year to get unsuspecting consumers to spend money to collect their 
hoped-for prizes. Not only are they told in black and white that 
they are winners, they are told that they are guaranteed winners 
of cash, cars, vacations, or other prizes. All the recipient has to do, 
according to many of these so-called sweepstakes offers, is paste 
the right color-coded sticker on the right envelope and send it to 
the right address at the right time, andf Ed McMahon or some com- 
pany representative or a "prize patrol" will be at the consumer's 
doorstep to present the winnings. 


iJhe two prepared statements referred to appear i n the Appendix on pages 207 thru 219. 
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Is such a guarantee real? No. It's a deception. The odds of win- 
ning some of the major sweepstakes, such as the Publishers Clear- 
inghouse and American Family Publishers, range from 120 million 
to 1 to as much as 600 million to 1. With these odds and deceptive 
practices, it's not surprising that sweepstakes complaints account 
for more than 50 percent of the Federal Trade Commission's Con- 
sumer I nformation System complaints, and are one of the top prob- 
lems reported to the U.S. Postal Service and State Attorneys Gen- 
eral. 

Deceptive language and complex prize package solicitations are 
received by unsuspecting consumers every day. In fact, one re- 
sponse to a sweepstakes solicitation usually guarantees that a per- 
son will get dozens more. The more you buy from a company offer- 
ing the sweepstakes, such as magazine subscriptions, gardening 
supplies, or jewelry, the more swe^stakes solicitations you're 
going to receive. Sweepstakes solicitations often include two enve- 
lopes— one if you place an order to buy a product promoted by the 
company, and one if no order is placed. The envelopes have dif- 
ferent addresses, or require different color-coded labels to identify 
those entries that contain orders from those that do not. Because 
of this, consumers are led to believe that they have a better chance 
of winning if they buy something, although current law prohibits 
different treatment between customers and non-customers. 

Unfortunately, the elderly are the most vulnerable to the decep- 
tions. Senior citizens are inclined to read their junk mail more than 
the rest of the population, and often live alone and on limited in- 
comes. The thought of winning a big prize to give them resources 
for a better, less lonely lifestyle and to provide an inheritance to 
their children or grandchildren is very appealing. In the extreme 
cases— and there are far too many of them— senior citizens can 
spend so much money on sweepstakes promotions that they can no 
longer pay the rent. Frequently, a family member or a caregiver 
must step in. 

State Attorneys General throughout the country receive thou- 
sands of complaints about deceptive sweepstakes promotions from 
the elderly. In Florida, a judge in the Guardianship Division wrote 
the Attorney General of Florida regarding the exploitation of the el- 
derly by the sweepstakes industry. Fie said, "Several times a week 
it is necessary for our Court to determine the capacity of a senior 
citizen and to protect their assets from these types of sweepstakes 
exploitations." 

Solicitations are cleverly presented— the color, print size, and 
graphics of the solicitation. The materials are assembled in a way 
to deceive the mind and the eye. 

Take a look at this solicitation up here. The big print is that— 
it's an "Official Notification, Guaranteed and Bonded Sweepstakes." 
Big print: 'The judging is now final. Mr. Bruce [last name] is one 
of our $1,666,675 winners." Boy, you can't miss that if you're that 
Mr. Bruce whatever your last name is.^ 

And then look at the next big print. "It's confirmed. Mr. j ack 
Sears and Mr. Bruce so-and-so have both won that prize." 


iJhe information submitted by Senator Levin appears in the Appendix on page 172. 
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Wdl, if you look at the print— which nobody can read— but if you 
get a magnifying glass, you'll see a little tiny line under that green 
line. That's the hook. That little line says, if anybody ever pauses 
to read it— and if you can't read it, if you don't have a magnifying 
glass— "If you have and return the grand prize winning number, 
we'll officially declare that it's confirmed that J ack Sears and Mr. 
Bruce have both won $1,666,675." 

Now, that to me is about as deceptive as you could possibly even 
conceive of. That little line, unreadable, is what takes these decep- 
tive practice schemes off the hook under current law, and that's 
one of the things we've got to change. There are a number of pro- 
posals that would do exactly that. 

One of our witnesses, an expert in gerontology and communica- 
tions, will have more to say on that later. 

In Michigan we have one company, Michigan Bulb Company, 
that relies heavily on sweepstakes to attract and keep customers 
of its gardening supplies. It uses offers such as a guarantee of win- 
ning $250 in cash. Well, when you read the small print on the back 
of those kinds of offers, you will see where the hooks are and where 
the qualifications are.^ 

Look at the small print. That's what now, under current law, lets 
these folks get away with the kind of scams that they're doing. It's 
those kinds of rules that nobody can read because they're so tiny, 
and no one would— after they've been told that they've won these 
huge prizes. 

Recently, 32 Attorneys General and the District of Columbia got 
American Family Publishers— 50 percent owned by a subsidiary of 
Time-Warner, by the way— to agree to stop certain deceptive 
sweepstakes practices. American Family Publishers also agrera to 
pay the States $1.25 million as a result of a promotion that had 
induced a number of people to actually fly to Florida to claim a $11 
million prize. You've got people flying to Florida with money they 
don't have to claim a prize they haven't won because of these de- 
ceptions. 

But at the same time that action was being taken against Amer- 
ican Family Publishers, another deceptive mailing was being sent 
out by Guaranteed and Bonded Sweepstakes, that's a subsidiary of 
Time-Warner, guaranteeing that the recipient was a confirmed win- 
ner of $1.6 million. That's the one we referred to. So often, when 
an action is taken against one company, another company springs 
up under a different name and continues the same practice. 

The Chairman has referred to Project Mailbox, which AARP has 
run, to go after some of these phony prize awards, and what it 
showed was just the extensive nature of this scam. 

Now, we have some laws on the books that prohibit the fraudu- 
lent or deceptive use of the mails. They just simply do not go far 
enough. Several of our witnesses will have suggestions for ways to 
strengthen current law and, hopefully, stop these abusive practices. 

FI ere are a few suggestions that I think are serious and we ought 
to adopt: 

One, give the Postal Service subpoena authority. 


J-Letter to Richard A. Barton from Senator Levin, dated September 4, 1998, with attachments 
appear in the Appendix on page 112. 
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Two, make specific deceptive sweepstakes marketing techniques 
illegal. 

three, increase the fines. A $10,000 fine for violation of an order 
doesn't do much. That's petty change for these scam artists. 

We've got to have civil and administrative fines without first 
going through the order process. We ought to be able to have a 
fine, as we do in other laws, for violation of the law without first 
having to get an order of the FTC or the Postal Service, that in 
turn is violated. That's one step too many. It's unnecessary. We 
don't do it in other laws and we shouldn't require it here. 

So we've just simply got to take the profit out of the sweepstakes 
scams so that we can shut down these deceptive operations. Con- 
gress has made efforts in the past to stop the scams, but they con- 
tinue unabated. And in this cat and mouse game it is time for the 
government to stop acting like a pussycat, and instead become a 
tiger against the scammers who so shamelessly prey on the vulner- 
able with such deception and deceit. 

Again, my thanks to you, Mr. Chairman, for scheduling this 
hearing. 

Senator Cochran. Thank you. Senator Levin. 

We're glad to have with us our distinguished colleague from 
Maine, Senator Collins. 

OPENING STATEMENT OF SENATOR COLLINS 

Senator Collins. Thanks very much, Mr. Chairman. 

I want to start by thanking you for holding this hearing to ex- 
plore deceptive mail and sweepstakes fraud, including the legisla- 
tion that has been introduced by the distinguished Senator from 
Colorado, Ben Nighthorse Campbell, who has been a real leader in 
this area. 

Deceptive mailings and sweepstakes fraud are a nationwide 
problem, and certainly my State of Maine is not immune from this 
problem. A constituent from Portland, Maine recently sent me one 
mailing that proclaimed in bold print, "You were declared one of 
our latest sweepstakes winners, and you are about to be paid 
$833,337 in cash." Of course, this individual was not really a win- 
ner, as the fine print stipulated that the money was his only if he 
had the winning number and returned the grand prize winning 
number in time. But at least on this sweepstakes entry there was 
some fine print. Some mailings are even more deceptive. 

Another constituent of mine from Machiasport recently received 
a notice marked "Urgent Delivery: A special notification of cash 
currently being held by the U.S. Government is ready for shipment 
to you." This looks very official and refers to the U.S. Government 
holding cash benefits. On the back of this, which says "Official No- 
tice, Special Notification," it says that the consumer has only to 
send in $9.97 in order to collect the money held by the Federal 
Government. 

I wonder, Mr. Chairman, how many innocent consumers in 
Maine and throughout the Nation receiv^ this notice, thought that 
the Federal Government did indeed hold some cash that was due 
them, and sent in the $9.97. 

Now, I realize that there are some companies that promote legiti- 
mate sweepstakes and do so in a responsible manner, but too many 
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are engaging in deceptive and fraudulent practices to increase prof- 
its or make a quick buck at the expense of the American consumer. 
And as Senator Levin has pointed out, frequently they are tar- 
geting the most vulnerable citizens, our elderly, who may be living 
on very limited incomes. 

As Chairman of the Permanent Subcommittee on Investigations, 
the agenda of the Subcommittee has focused on a lot of consumer 
fraud areas. We heard testimony in J uly during a hearing on tele- 
phone fraud from the National Consumers League that sweep- 
stakes fraud consistently ranks as one of their top consumer com- 
plaints. 

Mr. Chairman, we all want to make sure that we don't impose 
unnecessary regulation or legislation on private industry, but time 
and time again we hear from people who are engaged in deceptive 
practices that the consumer just has to be more careful, sort of the 
"consumer beware" approach. The problem with that is no matter 
how careful a consumer is, if the consumer is dealing with mailings 
that are deceptive and fraudulent, it is very difficult for even the 
most cautious and educated consumer to make informed and re- 
sponsible choices. 

So again, Mr. Chairman, I commend you for your leadership in 
this area and I look forward to hearing the testimony of our wit- 
nesses today. 

Senator Cochran. Thank you very much. Senator. 

We are pleased that Senator Ben Nighthorse Campbell is here 
today to appear as the first witness on this subject. 

Senator, we welcome you and compliment you on the work you 
have done in this area, and would like you to proceed. 

STATEMENT OF HON. BEN NIGHTHORSE CAMPBELL,^ A U.S. 

SENATOR FROM THE STATE OF COLORADO 

Senator Campbell. Thank you, Mr. Chairman, and thank you for 
scheduling this hearing on S. 2141, the Honesty in Sweepstakes 
Act of 1998. 

Very frankly, after hearing the comments of the Ranking Minor- 
ity Member, Senator Levin, I am beginning to think my bill doesn't 
go far enough. But clearly it is a vehicle on which I look forward 
to working with you and Senator Levin and all those, including 
Senator Collins, who have shown a great deal of interest in this 
issue. 

But I believe the Honesty in Sweepstakes Act would be a big step 
in protecting consumers from deceptive mass mailing and mar- 
keting tactics. All three of you have alluded to the many stories 
you have heard from your own constituents. The letter that Sen- 
ator Collins referred to as a constituent's letter is this letter, by the 
way; this was received by one of my staff members here in the Sen- 
ate. It must have went out to millions of people, hundreds of mil- 
lions of people, perhaps. 

I believe that we are long overdue in trying to protect people 
from the ploys that are done by sweepstakes companies. They basi- 
cally prey on the hopes and dreams of people, and the situation is 
clearly getting worse. I think this bill will go a long way toward 


iJhe prepared statement of Senator Campbell appears in the Appendix on page 43. 
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helping to protect our country's most vulnerable citizens, the sus- 
ceptible people like seniors, perhaps those who are less educated, 
and certainly the poor. I have an education; I think I can read rea- 
sonably well; I think I understand generally what I am reading. 
But when I get these things in the mail, very frankly, they are so 
realistic, and there are ones that look like they are actually stock 
options. They have very flowery edges. When you first look at 
them, you think that they're negotiable, that you might be able to 
take them to the bank or somewhere and get money for them. 
Clearly, that's not true. 

The New York Times, Mr. Chairman— you alluded to the Tues- 
day, J uly 28 article in The Nei/v York Times. It was a front-page 
article. Let me read just a couple of sentences from that article. 
This is part of it, about a lady by the name Edwards, an 88-year- 
old widow who played magazine sweepstakes and similar pro- 
motions passionately for years. In a 54-day period in 1995 she 
wrote 148 checks to 56 contests, and her family estimates that in 
5 years she has spent more than $60,000 on magazines that she 
never read, and worthless prizes, without ever winning a dime. 
That's a good example. 

One part of the article talks about a man that was literally driv- 
en to suicide because he became destitute playing these sweep- 
stakes games. 

It talks about the American Family Publishing Company that is 
involved in 26 class action civil suits and 11 suits brought by indi- 
viduals, seeking millions of dollars in restitution. 

It goes further to talk about the kinds of things you mentioned, 
the bold print that says things like, "It's down to a two-person race 
with $11 million. You and one other person were selected as the 
winning number. Whoever returns this first wins it all." I mean, 
they're really encouraging you to respond. Of course, the tiny print 
that you can't even see with a magnifying glass— remember, if you 
shrunk this thing down to the size you normally see in a letter, you 
can imagine how tiny that print gets that tells you you have to buy 
a bunch of magazines or do something else, jump through a bunch 
of hoops, but spend money in order to qualify as the one person 
that wins the $11 million. 

The article goes on to cover a number of other things that I think 
are just totally misleading. I won't read them all but, with your 
permission, Mr. Chairman, I would like to include this j uly 28 
newspaper article for the record. ^ 

Senator Cochran. Without objection, so ordered. 

Senator Campbell. It could be anybody. Certainly, Mr. Chair- 
man, you're an educated person, but if you got a letter saying, 
'Thad Cochran, you have already won $24 million," it would prob- 
ably get your interest. It does me, too. I have seen so many of them 
now that I just throw them away, but the first two or three of those 
that you get are really deceptive, and only careful reading of the 
fine print tells you that we are really skirting the edge on what I 
call the "truth in advertising" laws. We already have these in ciga- 
rettes and liquor and a number of other things that we think are 
dangerous for consumers, or where they might be deluded into 


iJhe article from TheNa/v York Times, dated J uly 28, appears in the Appendix on page 102. 



8 


thinking that they're going to get something for nothing, and we 
try to inform them, i think it's time we do that in our sweepstakes 
area, too. 

i know that some peopie say that this may go too far and may 
infringe on First Amendment rights, it wouid seem to me that if 
there is a danger of doing that, then deariy it wouid have been 
thrown out by the courts a iong time ago in advertising on other 
products that i 've ai ready mentioned. 

But i think we do have a probiem that's growing. We don't know 
the exact extent of it. The GAO is conducting a study now to try 
to find out the extent of it, but each State seems to be ieft to its 
own devices, in some States, the Attorneys Generai take them up 
if they get compiaints, but their basic mission is not to protect ev- 
erybody from every kind of abuse by different companies, and very 
often you are ieft to your own devices to go to court, and you are 
obviousiy up against a pretty big, weii-oiied machine with a iot of 
iawyers, and an individuai— particuiariy peopie of iimited means— 
simpiy can't fight it through the courts and they are ieft pretty 
much at risk. 

Whiie drafting this biii i consuited with the offices of both Coio- 
rado Attorney Generai Gaie Norton and Fiorida Attorney Generai 
Robert Butterworth. One key resuit of these consuitations was the 
inciusion of a dause stating that nothing in this biii wouid preempt 
State iaw. This dause reserves the right of each State to enact its 
own additionai guideiines or to take other iegai action as it sees fit. 
i certainiy appreciate their input and i am pieased to see that At- 
torney Generai Butterworth is here today and wiii be testifying a 
iittie bit iater. 

With that, Mr. Chairman, in the interest of time, i wiii just go 
ahead and submit the rest of my testimony for the record because 
i, too, iook forward to hearing some of the testimony. But i know, 
as you do, that we are far down this road. We need to do something 
about it. 

i wouid aiso i ike to inciude severai other things that we have for 
the record. One of them is this ietter from the Consumer Federa- 
tion of America that endorses this biii. Senator Metzenbaum is 
very active with this group, our former coiieague, and he aiso sent 
a ietter with it, and i wouid ask that that be inciuded in the 
record.! 

Senator Cochran. Without objection, it wiii be inciuded in the 
record. 

Senator Campbell. We aiso have some testimony and a ietter 
from the Nationai Consumers League, aiso in support of this biii. 
They state, 'This iegisiation wouid be very effective in preventing 
misieading and deceptive sweepstakes soiicitations." And with your 
permission, i wouid like to aiso inciude that in the record, too.2 

Senator Cochran, it wiii aiso be inciuded in the record. Senator. 

Senator Campbell. With that, Mr. Chairman, i thank you for 
your consideration and iook forward to hearing the witnesses. 

Senator Cochran. Thank you very much for being here. 


iJhe letter from Howard M. Metzenbaum, U.S. Senator (Ret.), to Senator Campbell, dated 
August 24, 1998, appears In the Appendix on page 109. 

2The letter from the National Consumers League, to Senator Campbell, dated J uly 17, 1998, 
appears In the Appendix on page 110. 
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I don't have any questions. I compliment you on your initiative 
in trying to get the Senate's attention by introducing this legisla- 
tion. We do need to respond in an effective way to this crisis, and 
I think this will be very helpful to us as we consider the options 
for doing just that. 

Senator Campbell. Thank you, Mr. Chairman. 

Senator Cochran. Senator Levin, do you have any questions? 

Senator Levin. I just have one question, because I think this bill 
is on the right track. 

How does the Postal Service in matters like this know what is 
inside the envelope in order to implement— for instance, section 2 
of your bill, which says that "matters otherwise legally acceptable 
in the mail that constitute a solicitation or offer in connection with 
the sale or promotion of a product that uses any matter resembling 
a negotiable instrument shall not be carried or delivered by mail." 
How does the Postal Service check to see what is inside of that en- 
velope? 

Senator Campbell. I'm afraid I don't have an answer for that. 

Senator Cochran. If you'll let me. Senator, I may be able to help. 

I received one that looked just like a check the other day. It said, 
"Pay to the Order of Thad Cochran," with my address here. That's 
inside the letter, but through the window you can see that it says 
that. That's what every check usually says. 

Senator Levin. And how do they know it's not a check? 

Senator Cochran. Well, then the Postal Inspection Service can 
confiscate it, I think. That's what the Campbell bill would do. It 
gives the Postal Inspection Service authority, when something ac- 
tually clearly shows that it is a check— I think that's what the lan- 
guage says— that this falls within the prohibition of S. 2141. But 
this, apparently, is not prohibited by law at this time. 

This looks like an official check. Look, an eagle up here in the 
corner of the envelope; "Buy and hold U.S. Savings Bonds;" "United 
States Mail;" "Special Notice to the Postmaster: I ntended for deliv- 
ery only to addressee. Please handle in accordance with postal 
regs." It sounds like this is a check, right? I opened it thinking that 
it might be a check. Do you know what it was? It was an offer to 
loan me money. "No equity required. Interest may be tax-deduct- 
ible. Borrow $50,000 from us on your home as equity." 

This ought to be prohibited. 

Senator Levin. I would love to be able to prohibit that, too. My 
question, though, is how does the Post Office know that it's not a 
check when they look at the outside? Do we want them to open the 
letter— everything that looks like a check? 

Senator Campbell. I think the probable answer would be that 
people who get these letters are the ones who open them, and if 
they are concerned about it, they then turn them in to the Postal 
I nspectors. 

Senator Levin. Some responsibility has to lie with the people 
who are getting these checks, who are being deceived. I don't think 
the Postal Service should have the authority to just arbitrarily 
open letters because they assume there might be some sweepstakes 
offer in it. 

Thank you, Mr. Chairman. 

Senator Cochran. Senator Collins. 
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Senator Collins. I have no questions, thank you. 

Senator Cochran. Thank you very much, Senator Campbell. 

Senator Campbell. Thank you, Mr. Chairman. 

Senator Cochran. If our second panel of witnesses will please 
come forward, we will proceed to receive your statements. 

The second panel includes Robert Butterworth, Attorney General 
of the State of Florida; Stanley Pruss, Assistant Attorney General 
of the State of Michigan; and Ken Hunter, who is the Chief I nspec- 
tor of the Postal I nspection Service. 

Mr. Hunter, I think I will call on you first and ask you to pro- 
ceed. 

STATEMENT OF KEN HUNTER,^ CHIEF INSPECTOR, U.S. 

POSTAL INSPECTION SERVICE 

Mr. Hunter. Thank you, Mr. Chairman. I first want to thank 
you and your fellow Senators for your interest in this issue of 
sweepstakes and government look-alike mailings. Your efforts here 
provide one more means to educate the American public to protect 
themselves. With your permission, I would like to submit my writ- 
ten testimony for the record and only briefly summarize it here. 

Senator Cochran. That's certainly welcomed, and we appreciate 
that. It will be included in the record in full. 

Mr. Hunter. Thank you. 

For over 200 years the Postal I nspection Service has been the in- 
vestigative arm of the U.S. Postal Service. Our responsibilities in- 
clude protecting postal employees, the mails, and the Postal Service 
from attack; auditing some postal operations; and protecting con- 
sumers from being victimized through the mails. 

Congress originally created the Nation's mail service to maintain 
a reliable, efficient, effective, and secure means of communication. 
A recent Harris Poll affirms that the American public feels signifi- 
cantly more confident about the security of the mail than the tele- 
phone, I nternet, or other means of electronic communication. 

Postal Inspection Service employees are dedicated to preventing 
unscrupulous promoters from damaging that confidence in the 
mails. 

This hearing calls attention to sweepstakes promotions that may 
deceive the public into believing they are prize winners. However, 
there are many sweepstakes promotions which are forthright in 
their approach to the consumer and do not violate any postal stat- 
ute. The hearing also examines other marketing programs that 
falsely imply that they are affiliated with the government. 

A detailed description of the existing civil and criminal laws and 
their application to sweepstakes, lotteries, and government look- 
alike mailings is included in my prepared testimony, but I would 
like to emphasize that if those statutes were adequate, we would 
not be here today. Senator Campbell has introduced legislation to 
deal with a gray area, the guaranteed winner claim that appears 
in many sweepstakes. We support the concept underlying the legis- 
lation and commend Senator Campbell. In my written testimony I 
have suggested some possible means of making the legislation even 


J-The prepared statement of Mr. Hunter with attachments appears in the Appendix on page 
47 . 
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more effective; perhaps we could call them the "Levin amend- 
ments." 

Turning to the second type of promotion, the so-called govern- 
ment look-alike mailings, I am pleased to report that as a result 
of the enactment of the Deceptive Mailings Prevention Act of 1990, 
which you referred to, we have seen a decrease in the number of 
complaints regarding these kinds of mailings. Nevertheless, we 
continue to receive too many complaints. 

At this time I would like to present to you examples of a sweep- 
stakes scheme, a government look-alike scheme, and an awards 
scheme in which the Subcommittee staff expressed an interest. 

The first example, the "Union Gram," is a sweepstakes solicita- 
tion. It's a notice alleging that funds were being held that the re- 
cipient was entitled to, and offering an additional redeemable docu- 
mentation package in return for a $19 processing fee. Those who 
sent in the fee received a booklet of almost worthless discount cou- 
pons. The promoter has signed a consent agreement to make re- 
funds to all customers who complained about the promotion, and 
to permanently discontinue mailing the solicitation. 

The second example, "Cash Claims Service," using addresses at 
commercial mail receiving agencies in New York, Washington, and 
Arizona, mailed a series of postcards soliciting $9.97— Senator Col- 
lins, this is the one that you held up— for "immediate delivery of 
up to $775 cash," allegedly being held by the government. Ulti- 
mately, the promoter agreed to a cease and desist order to perma- 
nently discontinue the scheme, return the mailed-in responses, and 
to make refunds. 

Blair Down, a Canadian using a New York address, operated a 
series of promotions using different business names, and 70 dif- 
ferent return mail addresses in the United States. He mailed mil- 
lions of solicitations, many of which were sent to elderly recipients, 
representing that they had won valuable prizes. Those who sent in 
the requested fees received nothing in most cases. This exhibit is 
just one of the many solicitations that he used. I would like to di- 
rect your attention to the fine print on the bottom of the regular- 
sized copy you see on the chart, and I hope that copies were also 
provided to you for your review. As you can see, it is difficult to 
ascertain the rules of the contest, probably even with a magnifying 
gl ass. 

While Mr. Down was conducting these promotions, he was in fact 
under indictment in Seattle, Washington, as a result of his involve- 
ment in telemarketing and direct mail ventures. 

In February, a civil complaint was filed against Mr. Down alleg- 
ing that he was engaged in mail fraud. The District Court issuOT 
an injunction allowing us to detain his mail, and an order freezing 
his bank accounts. Ultimately, a settlement was reached in which 
he agreed to forfeit $12 million in the Seattle case, which will be 
used to make partial restitution to the victims in both cases. 

While I am proud of our success in conventional law enforcement 
efforts, I am convinced that arrests, convictions, and civil judg- 
ments are only part of the way to effectively deal with consumer 
fraud. The results, unfortunately, of these efforts only come after 
the victims have lost their money and the con artists have spent 
it. 
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For this reason we have been working closely with consumer 
groups and industry to develop fraud and loss prevention strategies 
and share best practices. These efforts have produced dramatic re- 
sults in the areas we have targeted. Currently we are working with 
the Federal Trade Commission, the Direct Marketing Association, 
U.S. Attorneys' Offices, the State Attorneys General, the Better 
Business Bureaus, State consumer protection groups, AARP, and 
others to help educate consumers regarding prevailing money order 
scams. Arming the public with information regarding scams is a 
good way to reduce the harm these promotions can cause, because 
all potential victims must make that initial choice to participate. 

I am particularly pleased to announce here today that we have 
joined with the National Council of Better Business Bureaus to 
make possible a vision we share. We are meeting with other con- 
sumer and government agencies to solicit their support in launch- 
ing what will be the most ambitious fraud prevention initiative 
ever attempted. By early spring, we plan to mail to every home in 
America— over 120 million addresses— a card containing valuable 
telemarketing fraud prevention tips and providing an 800 phone 
number to obtain additional assistance. The card is being designed 
for display by the telephone as a reference and prevention tool. 

My written testimony includes several possible improvements in 
the statutes used to deal with deceptive mail order promotions. 
Briefly, these include the following, as was suggested in part by 
Senator Levin. 

First, amending the false representation statute to require that 
promoters disclose their actual name and address; 

Second, at present, multiple District Court actions are needed to 
obtain injunctions where the promoters use addresses in more than 
one judicial district. We recommend allowing any District Court 
with jurisdiction to issue one order that would cover all addresses; 

Third, we are often frustrated by seeing con artists we have driv- 
en out of the mails simply continue the same scam, using tele- 
phones and private delivery services. We would like you to consider 
amending the law to permit the courts to issue civil penalties 
against those who follow this course; 

Fourth, we recommend that authority be established to impose 
financial penalties upon persons who mail nonmailable matter; and 

Fifth, as Senator Levin suggested, we suggest you consider pro- 
viding the Postal Service with administrative subpoena authority, 
similar to that granted to other agencies, to improve our ability to 
take the prompt, effective action against mail order scams and lot- 
teries. This drives at the issue on which you were engaged in the 
discussion with the Senator from Colorado. 

I n conclusion, I assure you that the Postal I nspection Service will 
continue to combine aggressive investigations and widespread pub- 
lic awareness campaigns to rid the mails of fraudulent schemes. 
The American public's confidence in the mail is not only important 
to the Postal Service, but also to the many thousands of businesses 
that rely on the mail as an important marketing tool. 

Again, thank you very much for this hearing and allowing me 
this opportunity to discuss these important matters. We would be 
pleas^ to work with you regarding the legislative proposals. 

Thank you. 
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Senator Cochran. Thank you, Mr. Hunter, for your helpful testi- 
mony and your suggestions for changes in the law that might very 
well be more effective in preventing this kind of consumer fraud 
from being practiced. 

Our next member of the panel is Robert Butterworth, who is At- 
torney General of the State of Florida. 

We welcome you. Attorney General Butterworth, and invite you 
to proceed with your testimony. 

STATEMENT OF HON. ROBERT A. BUTTERWORTH,i ATTORNEY 
GENERAL, STATE OF FLORIDA 

Mr. Butterworth. Mr. Chairman, Senators, thank you very 
much for this opportunity to appear before you today. 

Florida welcomes millions of visitors each year, and we are de- 
lighted to have them. They are very essential to our State. How- 
ever, there is one type of visitor we'd rather not have, namely, 
those who are lured to Florida not by its climate and tourist attrac- 
tions, but— as Senator Levin stated— by empty promises of instant 
wealth. These are the unfortunate souls who fall victim to the kind 
of cynical deception that has become all to common in the world of 
swe^stakes marketing. 

By now, most Americans are probably familiar with the people 
I am talking about. Their sad stories have appeared on national TV 
news broadcasts and in newspapers throughout the country. Their 
destination is Tampa, Florida, where entries for one of this Na- 
tion's largest sweepstakes operators, American Family Publishers, 
are processed. They come to claim the millions of dollars they are 
certain they have won, or are about to win, because a celebrity 
spokesman assured them as much in a letter. In many instances 
they come at a cost that they cannot afford. 

One young single mother of two borrowed $1,500 from her sister 
so she could fly to Florida to claim her ticket out of poverty and 
a rough neighborhood in Baltimore. Convinced she was one of only 
two people in the running for a $10 million prize, she appeared at 
the processing center with her two little daughters in tow. Instead 
of confirmation of her good fortune, she received ridicule from a 
young office manager, who in essence spat on her dreams and sent 
her away. 

We have a working relationship with the taxicab drivers at the 
airport, as well as the Greyhound Bus Station. They will take the 
people to American Family Publishers and wait for them. They will 
then take them to our office. 

While the national spotlight has fallen on people such as this un- 
fortunate young woman, they merely embody the most extreme 
symptom of an underlying problem that affects millions. Direct 
mail marketers have learned that tying the purchase of a product 
to a sweepstakes will enhance the chances of a sale. They have also 
learned that the more they can blur the distinction between enter- 
ing a sweepstakes and purchasing a product, the more successful 
they will be in selling magazines. 


J-The prepared statement of Mr. Butterworth with attachments appears in the Appendix on 
page 5900. 
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I may question the int^rity of many sweepstakes marketers, but 
I do not question their intelligence. They are masters at devising 
complex and convoluted solicitations intended to confuse the aver- 
age consumer and generate a sale. 

While American Family Publishers is by no means the only com- 
pany to employ deceptive tactics, our experience with that firm il- 
lustrates what we are up against in combatting sweepstakes swin- 
dlers. Last February, Florida filed a civil complaint against Amer- 
ican Family Publishers and its celebrity spokesmen, Ed McMahon 
and Dick Clark. We did so after months of discussions with the 
company failed to resolve our concerns about deceptive marketing 
practices. It was during those discussions, which included Florida 
and many other States, that American Family Publishers launched 
a particularly deceptive solicitation— while they were negotiating 
with us, 30-some-odd States, they then launched another deceptive 
solicitation. Because of that action and its harmful impact on con- 
sumers, we did not feel we could continue participating in such 
multi-state talks. 

Among tactics used in the solicitation were the false suggestions 
that recipients were one of only two winning ticket holders com- 
peting for an $11 million prize. We've all seen those. The company 
also placed a tight deadline on claiming the prize, then required 
those who did not buy magazines to follow a more cumbersome and 
time-consuming process to enter the contest than those who did 
buy magazines. If you bought a magazine, you put the stamp on, 
you mailed it to Tampa. If you didn't buy a magazine, you clipped 
out— it says, "very carefully clip out" this little coupon, Scotch tape 
it— don't staple it, don't paper-clip it— Scotch tape it or glue it to 
an envelope, and it then goes to a non-order center in Waycross, 
Georgia. Remember, the one that gets to Tampa first wins, so if 
you put a stamp on it and order a magazine, it goes right to 
Tampa; if you decide, as you are allowed, to not buy a product, it 
goes to Waycross, Georgia. Most people think that if you mail it to 
Tampa, it might get to Tampa quicker than if you mailed it to 
Waycross, Georgia, and they're probably right. 

The objective of such tactics is to convince the consumer that he 
or she must act quickly to claim the prize, and that the best way 
to do that is to purchase magazines. Our files are filled with con- 
sumer complaints which prove that these and other deceptive tac- 
tics actually worked— not only for American Family Publishers and 
the sale of magazines, but for other sweepstakes operators selling 
a wide variety of products. 

The most disturbing of these cases involve especially vulnerable 
individuals such as the elderly, the inform, and those with very 
limited means. An elderly gentleman from Clearwater, Florida, 
who suffers from dementia spent $30,000 with Publishers Clearing- 
house in only 18 months. When we visited him, it was hard for us 
and him to get around his apartment at the same time, he had so 
many magazines and other things that he had purchased via 
swe^stakes. 

There is the 80-year-old lady from Seattle who postponed her 
scheduled surgery so that she would be home when her $10 million 
check was to arrive. 
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A 78-year-old woman from Winter Springs, Florida, lives on food 
stamps and Social Security, but she could not resist the sweep- 
stakes offers that came into her mailbox. She is now being hound^ 
by collection agencies because the purchases she made to enter 
those sweepstakes were made with worthless checks. Obviously, 
she wasn't worried about her check being worthless, because she 
was going to win $10 million. 

It would be simple to write of such cases with the axiom, "A fool 
and his money are soon parted," but these people, as we know, are 
not fools. They are our neighbors, our parents, our grandparents, 
all good people who have fallen victim to companies that have sac- 
rificed decency and ethics on the altar of the bottom line. 

What is more, no one is beyond the reach of such companies. A 
couple months ago we filed our complaint against American Family 
Publishers, and a letter from the company, signed by Ed McMahon 
and Dick Clark, was delivered to my Tallahassee office. What I 
thought happened was that they were willing to settle their case 
because they thought they were wrong, but when I opened the let- 
ter I got a real big surprise. "Attorney General," the letter said, 
"you will definitely win the cash or merchandise prize that appears 
on your prize claim number label." 

I really thought about taking action against them, but I didn't. 
And the reason why I didn't is that this really did come to my office 
on April 1, and I believe that that probably is the only day that 
that particular type of solicitation should be in our mailboxes. So 
I thought that they probably would have a pretty good defense 
against that particular suit. 

But then I learned later that I was in real good company because 
a similar letter was sent to a church in Bushnell, Florida, inform- 
ing God that Fie was a finalist for a multi-million dollar prize from 
American Family Publishers. 

While the merchandise being sold may differ, the deceptive meth- 
ods used by shady sweepstakes operators to sell them are often 
quite similar. 

One hallmark of the deceptive solicitation is a degree of com- 
plexity for submitting a free entry that would turn an I RS tax code 
writer green with envy. All but lost in that deliberate complexity 
is the message that no purchase is necessary to enter the sweep- 
stakes. Not only is that message obscured or given little or no 
prominence; it is often contradicted by the content of the solicita- 
tion piece. 

As Senator Collins stated, they use such terms as "special han- 
dling" and "rush orders," often used to create the illusion of ur- 
gency, even though all orders are obviously handled in the same 
fashion. 

False deadlines are designed to elicit immediate responses, even 
though a sweepstakes might not close for more than a year. 

Our investigation of American Family Publishers revealed that 
people who purchased magazines through a sweepstakes often re- 
ceived two invoices, just days apart. This is sometimes a second 
part of the scam. Once they get you to buy the magazine, they will 
then send you a bill, and then a few days thereafter you will get 
another bill. Many people, believing that they didn't pay the first 
bill, will pay the second bill. Such tactics are intended to mislead 
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consumers, especially the elderly, into paying two, three, or four 
times. You would assume that if you pay two or three times for the 
same year, what you'll end up doing is getting some money back. 
That's not what happens. You end up getting that magazine maybe 
2, 3, 4, or 5 years in the future, and many children and grand- 
children are finding out that their parents or grandparents had 
paid-up subscriptions well into the next century. The reason for 
that problem, we believe, is that the solicitation company will re- 
ceive about 80 or 90 percent of the actual billings the first year. 
Subsequent billings, they may not get any percentage on at all, so 
the more up-front money they can get, no matter for how many 
years, and we believe that a large percentage of the profit is there. 

We have to actually strike at these and other deceptive practices. 
There are reforms that we would like to see. 

First, there should be a clear separation between the process for 
entering a sweepstakes and the process for buying a product. In 
that same vein, any inferences that purchasing a product will en- 
hance a consumer's chance of winning should be eliminated. 

Claims that a consumer is already a winner also should not be 
allowed unless that consumer is in fact an unconditional winner. 
The same holds in those instances when a sweepstakes operator 
declares every solicited consumer a guaranteed winner, then sends 
those who respond a worthless trinket. In addition, phony claims 
that the consumer has become part of an elite group still vying for 
the grand prize, when in fact they are not, should be prohibited. 

The number of solicitations sent to a single consumer for any 
particular sweepstakes should be limited to prevent exploitation of 
especially vulnerable individuals. You may very well get the fourth 
entry on the same sweepstakes; if you keep sending back cards, 
you will keep getting the solicitations. 

Along the same lines, there need to be restrictions on the sale 
of lists containing the names of sweepstakes players. These are so- 
called "mooch lists" and they are pure gold in this particular busi- 
ness because these are people who have already been defrauded. 
The companies will sell these lists from one company to another. 

The odds of winning a sweepstakes, which in some instances can 
be as high as one in hundreds of millions, should be clearly and 
prominently disclosed. 

Envelopes and letters designed to look like official documents 
should not be allowed. 

Safeguards to prevent multiple billings, and to prevent overpay- 
ments from being used to extend subscriptions without a con- 
sumer's permission, should be put in place. 

Sweepstakes promoters should include in their solicitations a 
toll-free phone number for consumers to call for more information 
about a particular contest. 

And finally, promoters should also provide a toll-free number 
that consumers can use to call to have their names taken off the 
company's mailing list, and those requests should be honored. 

The task of reforming the sweepstakes marketing industry cries 
out for a comprehensive nationwide approach. You have acknowl- 
edged the wisdom of that approach, and we certainly appreciate 
what you are doing here today. 
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I would like to put into the record a resolution from the National 
Association of Attorneys General which we adopted at our summer 
meeting just a couple months ago, which established a Sweep- 
stakes Subcommittee. It is chaired by Attorney General Jeff 
Modisett out of Indiana, and we would be glad to work with you. 
Senators, in this particular legislation. i 

Senator Cochran. Thank you very much. Assistant Attorney 
General Butterworth. We appreciate your testimony and your in- 
volvement in this effort to try to put a stop to this kind of fraud 
that is going on in our country. The resolution that you identified 
will be made a part of the record. 

Mr. Butterworth. Thank you, sir. 

Senator Cochran. Let us now turn to Stanley Pruss, who is As- 
sistant Attorney General in the State of M ichigan. 

We appreciate your being here, Mr. Assistant Attorney General. 
You may proceed. 

STATEMENT OF STANLEY F. PRUSS,^ ASSISTANT ATTORNEY 

GENERAL IN CHARGE, CONSUMER PROTECTION DIVISION, 

MICHIGAN DEPARTMENT OF ATTORNEY GENERAL, STATE 

OF MICHIGAN 

Mr. Pruss. Thank you, Mr. Chairman, Members of the Com- 
mittee. 

I am the Chief of the Consumer Protection Division of the Michi- 
gan Department of Attorney General, and I am presenting this tes- 
timony on behalf of Attorney General Frank Kelley, who regrets 
that his schedule doesn't allow him to be here today. 

This hearing provides a much-needed opportunity for greatly en- 
hanced public scrutiny of marketing practices that are becoming in- 
creasingly unfair, deceptive, and unconscionable. It is our sincere 
hope and expectation that this hearing will not only heighten pub- 
lic awareness of these practices, but lead to meaningful State and 
Federal legislative action directed at combatting these shameful, 
predatory practices. 

Primary among these marketing practices are the so-called 
sweepstakes promotions that are being increasingly used by both 
unscrupulous and legitimate members of the business community. 
We are all aware of these promotions, as we are all— to varying de- 
grees— victims. These mailings are almost always unsolicited and 
unwanted; they are annoying and frustrating, yet they have been 
specifically designed by marketing experts to be tantalizing and al- 
luring. The envelopes are design^ to compel the recipient to open 
and examine the contents, and this is the hook. The most direct 
and effective allurement is personalized deception such as, "Carl 
Levin, you have just won $50 million," in bold 16-point print. 

Many people, fortunately, recognize this calculated deception to 
sell goods or services and, most notoriously, magazines. Most of us 
simply don't have the time to unfold the numerous papers inside, 
to choose between the j aguar or Mercedes Benz from the colored, 
adhesive-backed perforated stamps to affix to the return card. Yet 
many of our citizens do have the time, and these are, dispro- 


J-The referenced resolution appears in the Appendix on page 178. 

2The prepared statement of M r. Pruss appears in the Appendix on page 77. 
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portionally, our senior and disabled citizens. The deceptive lan- 
guage of the promotions is so cleverly qualified that it is reasonable 
for some to think that they have won a prize that will bring sudden 
wealth. The sweepstakes promotions are, of course, designed to 
suggest that the recipient's eligibility for the prize is directly re- 
late to the extent of the purchase of the goods and services: Buy 
more and you will likely win more; respond quickly and you will 
win more; and never affix the "no" sticker to the return envelope. 

The effectiveness of sweepstakes promotion as a marketing tech- 
nique is in direct proportion to the magnitude of the deception and 
the cleverness with which it is purveyed. The marketing experts 
behind these unconscionable schemes know that there is a segment 
of our population that will, most literally, buy into the deception. 
And for that segment of our population, sweeps promotions can be 
devastating. The most vulnerable of our citizens will write check 
after check in response to these mailings in the elusive quest to 
win the grand prize. 

Worse, those who fall victim to the marketing predators once are 
deliberately and knowingly set up to become victims again and 
again, when their names and addresses are sold to others who sim- 
ply steal their money. I have with me today letters and testi- 
monials from relatives of persons, typically senior citizens, who 
have come to discover that their loved ones have been exploited 
and who have lost tens of thousands of dollars in response to prize 
promotions. Some of our complainants inform us that their rel- 
atives have garages and basements full of magazines and other 
items from prize promoters and telemarketers. 

The complaints include an elderly woman from Livonia, Michi- 
gan, who sent more than $20,000 to prize promoters; a grand- 
mother from Spruce, Michigan, who spent more than $20,000 on 
sweepstakes in 1996 alone; and a woman in Michigan who has 
spent more than $200,000 on sweepstakes promotions and whose 
home and garage are filled with sweepstakes promotional mate- 
rials. These complaints beg the question of how one could ever ex- 
pend such sums without becoming the focus, chosen target of pred- 
atory sweepstakes marketeers. The answer may line in this ver- 
batim complaint we recently received from an 89-year-old resident 
of Owosso, Michigan: 

"In the past I have ordered various items from Publishers Clear- 
ing House, have paid for some and returned others; and have re- 
ceived several notices stating I am a winner. One time a person 
called and stated that I was one of the last five people to win and 
ask (sic) if I would be home on a certain date and to have my fam- 
ily present. The last notice took the cake, they now have my com- 
ments, my family and my neighbors (sic) comments to my winning. 

I will soon be 90, and do not feel that I need this sort of harass- 
ment. It is a fraud and unfair to me and others that they be al- 
lowed to continue such false advertising. I, like any other person, 
would like to be a winner, but obviously, this will not happen. 
Please, help to stop this fraud, or help to make me a true winner." 

You, Members of this Subcommittee, can help every senior cit- 
izen by putting a stop to these deceptive sweepstakes promotions. 

In Michigan we have a horticultural company, Michigan Bulb, 
that has used sweepstakes promotions that we believed were unfair 
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and deceptive and thus violated the Michigan Consumer Protection 
Act. We threatened l^al action against Michigan Bulb and it 
agreed to modify its Michigan sweepstakes mailings to address our 
concerns. The problem, however, is that the sweepstakes promoters 
find ever more ingenious ways to deceive and mislead the public. 
The compliance and enforcement efforts of States have not been 
able to stem the tide of deceptive solicitations nor anticipate the 
new marketing techniques that are increasingly being employed by 
an ever-widening array of businesses. 

Of course, there are legitimate prize promotions that are effec- 
tively used by the best of our business community, but those busi- 
nesses that depend on sweepstakes campaigns have not been able 
to conform their promotions to meet reasonable ethical or legal 
standards. 

The Direct Marketing Association, a trade group that includes in 
its membership companies who use sweepstakes campaigns as 
their primary marketing practice, represents that these promotions 
are not inherently deceptive and even state that those who spend 
large sums of money on such promotions are "unstable." The Direct 
Marketing Association's position is astonishingly callous and out- 
rageous. To suggest that these carefully designed and specially 
crafted sales promotions are not inherently deceptive is as out- 
rageous and bizarre as having the CEOs of the tobacco companies 
come before this Congress and state that they are unaware of any 
evidence that tobacco is addictive or that it causes cancer. To state 
that those who respond to these deceptive solicitations are "unsta- 
ble" is shameful, offensive, and wrong. 

There are measures that can be taken that are simple and may 
be effective. Some of these measures are already under consider- 
ation by this Congress. Let me suggest a few. 

Every mailing that contains a sweepstakes or prize promotion 
should have clear and distinct disclosures on the front of the enve- 
lope that inform the recipient that 'This is a sweepstakes pro- 
motion— you have not automatically won and you need not pur- 
chase an^hing to win or to enhance your chances of winning." 

There should be clear and distinct disclosures specifying the odds 
of winning every prize. The official rules need to be clearly stated 
on the first page of the promotion materials in print that is large 
and legible, and not like this. 

The enforcement authority should be able to seek civil penalties 
for every solicitation that fails to comply with these requirements. 

Additional, enhanced civil penalties should be impost in cases 
where the evidence indicates that senior or disabled citizens were 
targeted with the solicitation. 

Last, this Subcommittee must not underestimate the creative 
faculties of predatory marketeers who design and craft these pro- 
motions. Th^ will do their utmost to disguise or shadow any dis- 
closure requirements that the law may impose. We will all have to 
maintain our vigilance and respond accordingly. 

Thank you for inviting Attorney General Kelley to appear before 
this Subcommittee. Our department appreciates the opportunity to 
speak out on these issues and to provide written testimony for the 
permanent record. 
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Senator Cochran. Thank you very much, Assistant Attorney 
General Pruss. We appreciate your being here and your assistance 
to our Subcommittee. 

When I was responding to a question— it was Senator Levin who 
asked Senator Campbell— about how we would effectively prohibit 
sending materials that appear to be a check, for example, and turn 
out not to be. I know that this envelope and the enclosure, that you 
can see through the window— and I mistakenly said that it clearly 
had printed on it, "Pay to the Order of Thad Cochran," but now 
that I look at it again it just says, 'To the Order of Thad Cochran." 

Is that one of the deceptive practices that you're talking about, 
that we ought to be able to put a stop to, M r. H unter? 

I have a couple of other examples. Here's a staff member of mine 
who received a similar letter from someone else, and it appears to 
be a government or an official-kind of envelope, and the symbol 
over here looks like it could be on a check, and it says, 'To the 
Order of," and then the name of my staff member, a very similar 
ki nd of thi ng through the mai I . 

I would guess that 99 percent of the people who receive mailings 
like this will open them and see what they are, and both of these, 
incidentally, turn out to be offers to loan money. This is no sweep- 
stakes scam, but just a deceptive way of getting attention to the 
fact that this company is willing to make you an equity loan on 
your home. 

Is this the kind of thing that we can deal with legislatively? Or 
do we just have to continue to live with this kind of practice and 
have everybody put on notice to read the letters carefully and not 
be misled? 

What is our advice to them? Mr. Hunter, do you want to try an 
answer to that? 

Mr. Hunter. I 'd be happy to. 

I think first we need, through this process and by working with 
the various entities that have an interest in it, to try to reach some 
agreement on further prohibitions on what is permissible, and in 
combination with that, to have some enhanced tools to quickly ad- 
dress suspect offers, such as the subpoena power that was sug- 
gested, so that when complaints begin to be received we can quick- 
ly go in to obtain the necessary information to determine whether 
or not it is in violation of the enhanced statues. 

What you held up clearly is misleading, the one that had an 
eagle on it that makes it appear more government-like in nature. 

I think that an honest company should be willing to clearly rep- 
resent what they are offering to you, so that when you ultimately 
receive whatever it is, that you are not disappointed, that there is 
a congruence between your expectations and reality. 

Senator Cochran. One other example that I brought with me 
today is from a staff member as well. This appears to be an official 
Census survey. It says it is from the "Federal Records Service Cor- 
poration," "Do not fold," and it's a Washington address, and then 
you open this up and it's like a Census form. They want you to tell 
them the names of your children, that this is a requirement, that 
you have to send this information in— "Federal legislation requires 
that all dependents born in this tax year must be listed by Social 
Security number on your income tax return." Then it points out 
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that your newborn child may not be registered. They are enclosing 
this information. 

Of course, it turns out not to be the Social Security at all, but 
some scam way of getting information about your family, sent in 
to this so-called "Records Service Corporation." 

Is this legal? Or should this be prohibited by law? 

Mr. Hunter. We would have to look at that particular piece to 
ascertain whether it is legal or not, but there are many businesses 
that attempt to sell services that are available free from the gov- 
ernment, such as with regards to Social Security. 

Another example of a disturbing, misleading piece was a com- 
plaint that we received that appeared to be a jury notice, and it 
was for a young man who was away at college. It was received at 
his home, where his mother lived, and she— thinking it was a jury 
notice— arranged for him to leave school to come home. It was sim- 
ply a misleading piece to entice the recipient to open it. 

Senator Cochran. Would any of the pending bills or proposed 
changes in the law prohibit another example here, which I hap- 
pened to receive? This looks like a Special Delivery piece of mail, 
entitled "Priority Express." The only other information on it is my 
name. Again, this one says, "Pay to the Order of William T. Coch- 
ran." I knew they didn't know me well since they didn't use Thad; 
they used the initial T. But that's my name and that's my address, 
but it turns out again to be another solicitation for an equity loan. 
They are willing to loan me $80,000 instead of the $50,000 offer 
that I got from the other company. 

Is this violative of any rule? If it isn't, should we make it viola- 
tive of Federal law? 

Mr. Hunter. That is probably one of the most difficult types to 
address. Without looking at it personally, I don't believe it is in vio- 
lation. It's flattering because it's probably a knock-off on Postal 
Service Priority Mail; we appreciate the flattery but not the misuse 
of that well-known product. 

I think there will always be a gray area, even if we better define 
what is prohibited in terms of techniques that are used to entice 
people to open it. 

Senator Cochran. This is another one of these scams on raising 
money. On the back of it you have Ed McMahon and Dick Clark 
for the American Family Publishers, 'Win now." This came to one 
of my staff members, but it purports to be some kind of official 
United States mail— "I mportant. Confidential Documents En- 
closed." So this is sort of a new twist. I had never seen one of these 
before until my staff member showed it to me. 

Is this the kind of thing, Mr. Attorney General, that you tried 
to put a stop to? 

Mr. Butterworth. Senator, I have not seen that one, but if it 
has Ed McMahon and Dick Clark on it. I'm sure we would look at 
it. 

Senator Cochran. On the back of it it says, "Win now. Match all 
three dollar amounts and you could win $250, $500, up to $1,000, 
automatically. Break the bank," it says. Very enticing. 

Senator Levin. 

Senator Levin. Thank you very much, Mr. Chairman. 
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First, Mr. Hunter, let me ask you about the Postal Service's au- 
thority and how it is implemented in this area. 

If we impose requirements on how these solicitations can be 
made and how they can be policed, we should find out in advance 
whether they are practical. We have to make sure that whatever 
we do really works in the real world out there. I am just won- 
dering, in terms of the proposal that something that is inside an 
envelope, if it contains something that is not mailable, how do you 
know whether it's not mailable until after you get a complaint 
about it? By then most of the damage will be done, will it not? 

Mr. Hunter. Well, that's the issue that you were debating with 
Senator Campbell, and you're right. Of course, the difficulty is that 
on the other hand you don't want everything subject to inspection 
because then you cross over into another constitutional concern. 

So I think what you have to do in a situation like that is, you 
do your best first to pass laws to try to clear up the ambiguity, and 
that's a real challenge because you're up against some very skilled 
marketing techniques. But then in terms of the enforcement, that 
you have a quick way to learn when something like that is hap- 
pening. 

One of the ideas I have that I'm working on with the Better 
Business Bureau and others— and we have to wait for the Y2K 
problem to be solved— is, I'd love to see a national capability to 
learn when complaints are received, when the individual Better 
Business Bureau receives them, the FTC receives them, the Postal 
Service receives them, the States receive them. What if we had an 
ability to store that information in a common fashion and tap it, 
so that when something happens and each of us receives, at first, 
one, two, three or four, so we probably don't do much, because in 
the scheme of things it has to reach a critical threshold so that we 
say, "My goodness, look, in the Nation there are a thousand of 
those out there now," and then move in quickly with the tools that 
you were advocating and I was advocating, the ability to go in with 
that subpoena and immediately to determine whether or not it's le- 
gitimate, whether or not they have the means to fulfill the offer 
that they're purporting to make 

Senator Levin. You don't currently have that power, is that cor- 
rect? 

Mr. Hunter. Well, we're asking for these subpoena powers. 
Other agencies do; we do not, so that you could go m and require 
proof that they are able to fulfill the claims that they are making; 
and if they are not, then to invoke those other capabilities like 
withholding the mail until it can be resolved, so that you stop the 
bleeding, if you will, you stop people from being victimized. And of 
course, in that regard we're suggesting that some of those actions— 
because many companies use multiple addresses, that the action, 
when you take it in one location, would apply everywhere. 

Senator Levin. The current mail fraud statute, as I read it, on 
the administrative side provides a civil penalty if there is an effort 
to evade a postal stop order. Is there a penalty or civil fine of any 
kind, directly for violating the existing law, for instance? 

Mr. Hunter. No, there is not. 

Senator Levin. Now, is there any reason why we shouldn't add 
that— I'm not saying substitute it, but add it— to what we already 
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have in law? There are a whole lot of areas where we provide, for 
instance, civil fines for violation of law; we don't have to have an 
in-between step that you have to have an administrative pro- 
ceeding, a stop order or some kind of an order, which in turn is vio- 
lated, before we can impose a civil fine if there is a violation of the 
underlying law or regulation. 

Is there any reason why we should not provide that authority to 
you to directly seek a civil fine? 

M r. H UNTER. Through the appropriate venues with the proper re- 
view on the behalf of the defendant, no, I don't think there is. 

Probably the thing that we debated the most in preparing for 
this testimony was what I feel is an absence of tougher criminal 
penalties in some of these areas. We, of course, are advocating— 
and you did, too— increased civil penalties, but you may level those 
against people that can't pay them because they've already spent 
the ill-gotten gain, or for whom it's just not a sufficient penalty. 
But if you also have the alternative of offering someone a limits 
diet and recreational opportunities through a criminal prosecution, 
it may have even more of a salutary effect. 

I don't know. We'd need to work on that one. 

Senator Levin. All right. Well, we'll work with you on that one. 

I want to just ask our Attorney General and our Assistant Attor- 
ney General here that question in terms of Florida and Michigan. 

Is there an in-between step when you seek some kind of fine or 
administrative fine or civil penalty, that there has to be an order 
violated? Or can you go directly— through a process, obviously; you 
have to have a process before you can have a penalty or fine— but 
through that process, for the violation of your underlying statute? 

Mr. Butterworth. Basically in this case, with American Family 
Publishers, we just filed a civil case against them. We are involved 
in discovery now and everything else. But in some cases, where 
they are very flagrant, we've been able to work with the postal in- 
spectors, in essence get stop orders, and th^ work very well with 
us insofar as we know that a scam is occurring. They will take the 
mail from the boxes, and we go through the appropriate procedures 
in order to take down that operation, and a lot of times we do go 
criminally against them. 

But it would help, as Mr. Flunter was saying, it would help us 
as attorneys general in working with the postal authorities. 

Senator Levin. All right. So we're talking about a couple of 
things. One is being able to go directly for civil penalties, as well 
as strengthening your criminal penalties and whatever civil pen- 
alties we provide, directly, or for violation of a stop order. Is that 
correct? 

Mr. Butterworth. Yes. And again, I think the biggest challenge 
is going to be how we word what is prohibited, and of course, there 
we ne^ to hear from the third panel, the Direct Marketing Asso- 
ciation, because hopefully you receive some agreement that legiti- 
mate members of the industry participate in so that we aren't 
fighting in a gray, ambiguous area with regards to whatever law 
there is. 

Senator Levin. All right. Thank you. 

Mr. Pruss. In Michigan— I should know the answer to this ques- 
tion— is there a requirement for an in-between step, an inter- 
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mediate step, before you can seek either a civil fine or an adminis- 
trative penalty or civil relief against someone who violates Michi- 
gan law? 

Mr. Pruss. Not really, Senator Levin. Our primary enforcement 
vehicle is the Michigan Consumer Protection Act, and anything 
that confuses a person with respect to their legal rights and obliga- 
tions and duties and so forth is a per se violation of that act, and 
we can proceed in court for civil penalties, which aren't very high 
unless the violation is "knowing and persistent," in which case it's 
$25,000. But not per diem, necessarily, and not per event. That's 
ambiguous and unclear. 

There is, however, a notice procedure. Before we file in court we 
are obligated to file what is called a "Notice of Intended Action," 
an attempt to work this out consensual ly with the party. Absent 
that agreement, however, we can proceed directly to court. 

Senator Levin. Thank you. Thank you, Mr. Chairman. 

Senator Cochran. Thank you. Senator Levin. 

Senator Collins. 

Senator Collins. Thank you very much, Mr. Chairman. 

Mr. Hunter, I am particularly concerned about the government 
look-alike mailings. Senator Cochran held up the example that he 
received at home, and when I am looking at it more closely I notice 
at the bottom it says, "Buy and hold U.S. Savings Bonds." It has 
an eagle. It's the same color envelope that our expense reimburse- 
ment checks come in. 

I also look at what Publishers Clearinghouse sends. The return 
receipt card is so similar to the l^itimate return receipt card that 
the Postal Service uses— it's a different color, but other than that, 
it's set up in an extremely similar manner. 

Similarly, the postcard which I brought up first, which fortu- 
nately you had a blown-up version of, that was sent to me by my 
constituent, "Urgent Delivery," "Official business, U.S. Govern- 
ment"— those words, used over and over again. And I want to read 
to you what my constituent wrote to me. She said, 'This is the first 
time that I have known that the U.S. Government is holding 
money that belongs to me, and all I have to do is to send in less 
than $10 and I can get my money." This is outrageous. This really 
troubles me. And I know that you quickly and effectively issued a 
cease and desist order to stop this individual and to order him to 
make refunds, but is that all we're doing? Shouldn't we at least im- 
pose a fine? Shouldn't we have a civil penalty process that the 
Postal Service can undertake up front, rather than only if he vio- 
lates your order? 

We just need to be much tougher on this. The reason people are 
answering is they assume that it must be legitimate, because how 
could someone do this, otherwise? How could they get these offers 
in the mail that look so official, that have U.S. Government on 
them? People understandably assume that we're protecting them. 

I'd like to know, did anything else happen to this individual, 
other than his being ordered to give back the money? 

Mr. Hunter. Well, I think you're getting to the essence of what 
I was talking about and some of the proposals we're making. I 
think some of these civil and administrative procedures are not 
tough enough. So I agree; you have expressed it more articulately 
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than I could, and the three of us welcome you as the most articu- 
late member of this panel. [Laughter.] 

Senator Collins. But in this particular case, was there any fine 
imposed by anybody that you're aware of, by State government or 
by the FTC or 

Mr. Hunter. Not that I 'm aware of, no. 

Senator Collins. See, that really troubles me, because that 
means that the chances of your getting off scot-free, or simply just 
being ordered to refund the money and that being the only penalty, 
is very troubling. There has to be more of a penalty for deliberately 
deceiving people, like this woman from Machiasport, Maine, into 
sending money. There has to be more of a penalty than just telling 
thedec^tive individual or company, "Give the money back." 

I would hope that all of us who are concerned about this issue 
can join together and work with you and your colleagues at the 
State level to figure out how we can toughen the laws so that there 
will be some sort of deterrent up front that will discourage people 
from engaging in these practices. 

Mr. Hunter. We would very much welcome that. Too often peo- 
ple start new schemes— I mean, recidivism in this area is a prob- 
lem. It's just profitable enough; they make enough before we shut 
them down that they're entice to do it again. 

Senator Collins. The final comment I will make is that I suspect 
you also see that once you shut down one scam, that the individual 
pops up somewhere else with a different scam. That certainly is the 
pattern in a lot of telephone fraud cases, and also securities scams, 
which I've held hearings on. It's so frustrating to see, for example, 
a rogue broker who has ripped off elderly people and essentially 
stolen their savings be discharged by his brokerage firm, and then 
pop up and do business with another one. 

I just think we need to be much tougher and make sure that this 
deception doesn't pay. 

Thank you, Mr. Chairman. 

Senator Cochran. Thank you. Senator, for your excellent com- 
ments. I think you have shown us the way, and that is that we 
ought to work together to try to put before the Senate a plan and 
a strategy reflected in legislation to toughen up these laws. We 
need to put a stop to some of these scams and these fraudulent 
practices. There's no telling— and we don't know-how much money 
It is costing the American people and how much heartache and dif- 
ficulty families are suffering because of these activities that we 
need to do something about. Thank you very much. 

Senator Levin. Could I just ask one additional question? 

Senator Cochran. Sure. 

Senator Levin. I will be proposing specific fines and penalties, 
administrative fines and penalties legislation, so that we don't have 
to go through this extra step which seems to me to be unnecessary. 
To go through a whole step to get an order, which you then have 
to prove is violated, before you can impose a fine or a penalty is 
just too big a loophole. 

So what I'll be proposing will be at least the option of going di- 
rectly to the fine or the penalty without having to go through that 
step, so that you don't have to have an extra and unnecessary 
step— unless you choose to take it, for whatever purpose you might. 
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But part of that proposal relates to the questions of, what is a 
violation? Right now, $10,000 per violation, to me, is far too weak. 
We will be toughening that $10,000 provision significantly. But 
what is a violation? If you send out 100,000 deceptive letters, is it 
one violation or 100,000 violations? I think it's 100,000 violations. 

Mr. Hunter. It would be very good to make that intent very 
clear as you draft that legislation, whether it's each piece of mail 
or each mailing 

Senator Levin. Well, I intend to do that, because if there was one 
deceptive letter sent to somebody that resulted in that person being 
defrauded, hopefully you would go after that person who sent that 
deceptive letter. One letter is enough to trigger our law. 

Well, if there are 10,000 letters, there ought to be 10,000 viola- 
tions. The only way we're going to deter these guys, it seems to me, 
is if we let them know that they're not going to profit from their 
deception. It's the only way to stop them. They're in it for profit. 
We have names there that are well-known and still trusted by peo- 
ple despite all the deceptions which they've helped to perpetrate. 
We have to stop it by going after the profit, taking the profit out 
of it, and it seems to me we can't any longer define a violation as 
sending out 1 million pieces of mail that are deceptive. That's a 
million violations to me, and I intend to make it clear that every 
letter that is deceptive, that violates our law, constitutes a viola- 
tion in and of itself. 

Mr. Hunter. I like your thinking, and I also like your thinking 
that the losses don't need to build to a certain point, that there is 
a certain level of damage before action is taken. So I appreciate 
that. 

Again, the biggest challenge is what is prohibited, and how do we 
best word this? But I am sitting here pinching myself, wondering 
if I'm asleep. I'm not used to hearings in which there is so much 
agreement, so I appreciate this and look forward to working with 
you. 

Senator Cochran. Thank you very much for your assistance. We 
appreciate it, Mr. Hunter, and the Attorneys General who have 
been here with us today, thank you very much. 

Our next panel is Richard Barton, who is Senior Vice President 
of the Direct Marketing Association, and Dr. William Arnold from 
Arizona State University. We thank you for being here today to 
help us understand what the problems are and what some of the 
possible solutions will be for dealing with this ever-growing crisis 
that we have in our country. 

Mr. Barton, we have a copy of your statement. We will have it 
printed in the record in full. We encourage you to make such sum- 
mary comments from that statement that you think are appro- 
priate. You may proceed. 

STATEMENT OF RICHARD A. BARTON,^ SENIOR VICE 
PRESIDENT, DIRECT MARKETING ASSOCIATION, INC. 

Mr. Barton. Senator Cochran, Senator Levin, and Senator Col- 
lins, I was going to say that I am very pleased to be here to testify 
before you. I'll have to amend that a little bit and say, I think I'm 


J-The prepared statement of M r. Barton appears in the Appendix on page 82. 
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very pleased to be here to testify before you to discuss with you the 
Direct Marketing Association's members and the legitimate sweep- 
stakes— and the fraudulent sweepstakes, which we really want to 
make a clear, fine line distinction between the two when we are 
discussing that today, and what we as an industry can do to re- 
solve both the problems that we've been discussing about fraudu- 
lent sweepstakes, defrauding people, and about what we consider— 
and we can discuss this later on— inappropriate or bad responses 
to what we consider legitimate sweepstakes, and what we can do 
to reduce those, also. 

First, a short description of the Direct Marketing Association. We 
are a trade association with 4,100 members internationally, 3,700 
domestic corporations, involved in every form of direct marketing— 
not only mail, but also telephone, growing marketing on the Inter- 
net, and any kind of direct response marketing. We estimate 
through WEFA studies that total direct marketing comes to about 
$1.2 trillion in terms of total revenues, and about $390 billion of 
that— these are not sweepstakes. Senator Levin— about $390 billion 
of that, however, is through the mail. So we are dealing with what 
we consider a significant segment of the American economy, of 
which the sweepstakes are a part; not $390 billion, but an impor- 
tant part that we would like to discuss with you. 

Every fact that we have been able to put together over the past 
30 or 40 years or so of legitimate sweepstakes shows that people 
like them, that they respond to them, and that in most cases they 
respond to them in a positive way. We estimate that probably more 
than a billion sweepstakes promotions— legitimate sweepstakes 
promotions— are sent out every year. It may even be more than 
that; we don't have precise numbers, but it's a lot. 

Roper Surveys indicate that 29 percent of all American adults re- 
spond to one sweepstakes a year, at least one sweepstakes a year, 
and some of them respond to even more. That's 29 percent, or 
about 55 million Americans. Of those, about 38 percent of the 29 
percent made a purchase by responding to the sweepstakes, and 62 
percent did not make a purchase. 

And finally, just to give you some idea of the significance of this 
to the economy, we estimate that approximately one-third, for ex- 
ample, of all magazine subscriptions in the country are sold 
through swe^stakes promotions. 

We recognize with you definitely that the series of problems that 
you are talking about are of great concern to us. The first is that 
fraudulent sweepstakes are a growing problem, and they are sim- 
ply a growing problem because of the popularity of those legitimate 
sweepstakes, and there are many knock-offs of the current legiti- 
mate sweepstakes. In fact, the Michigan Attorney General men- 
tioned one which involved the Publishers Clearinghouse, which in 
fact was a fraudulent scam knock-off of Publishers Clearinghouse 
that was making the telephone calls. But we are very concerned 
about these fraudulent outfits because not only do they defraud 
people and cause people a lot of money, but they also cast asper- 
sions upon a legitimate industry. 

I have to emphasize throughout this entire conversation that 
we're having with you that the hallmark or the actual cornerstone 
of successful direct marketing is the trust of the American public. 
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because we're dealing at arm's length with the prcxess. You don't 
go into a store and talk to an owner or a clerk whom you know; 
you're dealing with an arm's length process, and it is absolutely es- 
sential that people trust the process, trust us, and we have been 
very supportive of legislation and activities on the part of many of 
the people who are here today to try to eliminate fraud and even 
questionable promotions which don't cross the line of fraud. 

The fraudulent sweepstakes, as you point out, are often aimed at 
the elderly. Legitimate sweepstakes generally are not aimed at 
anybody except a broad cross-section of the American public. They 
often look like legitimate sweepstakes to the point that they even 
copy the logos in many cases, but— and this is a very big but— in 
all cases, in one way or another, the fraudulent sweepstakes re- 
quire some sort of payment before you can receive a prize or what- 
ever they're offering, and that is absolutely not the case with legiti- 
mate sweepstakes. If anyone— and we use this in all of our lit- 
erature— is asked to pay to receive a prize or a consideration from 
a sweepstakes promotion, that promotion is illegal, is a scam, and 
should not be responded to in any way other than to turn materials 
over to law enforcement officials. 

This association, certainly in the 20 years that I've been associ- 
ated with it and longer than that, has been involved in many ac- 
tivities to fight fraud. We deal on an almost daily basis with the 
Chief Postal Inspector, Ken Hunter, and his people in the Postal 
Inspection Service. We deal very closely with the Federal Trade 
Commission, with the State Attorneys General, and in what is usu- 
ally a positive relationship with other law enforcement agencies. In 
fact, I have a pamphlet here, "Sweepstakes Advertising: A Con- 
sumer's Guide," which is a piece that the Direct Marketing Associa- 
tion sponsors in conjunction with the Postal Inspection Service to 
describe how to spot fraudulent sweepstakes operations and what 
legitimate sweepstakes are all about. 

We also work— and I 'm going to make an offer today to increase 
that work, including with you— with consumers' organizations, 
such as the National Consumers League, on a regular basis; the 
National Fraud Information Center, which is a very growingly im- 
portant method of fighting fraud; and the Council of Better Busi- 
ness Bureaus. 

We also have an Ethics Committee. In fact, we have two Ethics 
Committees; I think we're the only trade association in the world 
that has two Ethics Committees. They consider cases against com- 
panies or against promotions which people think are deceptive, are 
unethical, and/or illegal. We have an extensive process in which we 
confidentially hear cases against companies, and we make a very 
strong effort within that process to resolve those differences, to get 
the companies to stop their unethical promotions, that we would 
consider unethical. In most cases we are quite successful with this. 

It used to be a confidential process. The board has now agreed, 
overcoming some problems with antitrust laws, that we are going 
to begin to publicize that process, and in every case that we have 
companies that do not agree to follow the ethical guidelines of the 
association, we will publicize their names and even bring action 
against them in appropriate cases, before our own board, to have 
them dismissed from the Direct Marketing Association. 
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Senator Levin and Chief Inspector Hunter were discussing the 
possibility of stronger laws against fraud, and we have generally— 
the history of the association is to support stronger fraud laws. We 
can discuss a little bit later the work that we did with the Postal 
Inspection Service and with Congress in tightening up the laws 
against government look-alike envelopes around 10 or 12 years ago, 

I think it was, which we thought was important, and the difficulty 
you might have in expanding that law. But we are in favor of 
stronger laws to get more tools to the Postal Service and other law 
enforcement agencies, such as the Federal Trade Commission, to 
fight scams and frauds. 

But we also think that there are a lot of laws on the books now, 
and that we can have even more vigorous enforcement both by law 
enforcement agencies and also by consumer organizations and our 
own association to more vigorously fight fraud. 

Now, let me make a few points here about what I am going to 
call "legitimate sweepstakes." The legitimate sweepstakes— some of 
the companies which you've been discussing here today— always, 
there cannot or there certainly should not be any deviation from 
this, certainly as far as our code of ethical business practice, which 
I have here and which has been available to the Subcommittee— 
never require a purchase to win. If there is any sweepstakes that 
requires a purchase to win and does not say that they don't require 
a purchase to win, it is not a legitimate sweepstakes. There is full 
disclosure in all sweepstakes that a person has not necessarily 
won. We can discuss and argue over sizes of type and placement, 
which is a fine thing to do, but it should be very clear to the Amer- 
ican public and the people here that a person who receives a prize 
notice has not necessarily won that prize. 

Also, and this can be proven by statistics, that the people who 
do not have equal chances as people who do order to win sweep- 
stakes. I n fact, as we've shown here today and can show anywhere, 
most people who win sweepstakes prizes do not order from the 
sweepstakes companies. 

Now, that being said, I want to underline here that this associa- 
tion and the members of the association and the companies we 
have been discussing are very concerned about the comments that 
were brought up by the two Attorneys General and by the Mem- 
bers of the Subcommittee about, frankly— it's true, we do consider 
most of the highly-publicized cases of people who have been hurt 
by their response to these sweepstakes, by what we would call in- 
appropriate responses to the sweepstakes. Not all, but a lot of them 
are. And we're dealing with a situation which, as a matter of fact, 
frankly, concerns us very much and baffles us a little bit, because 
it should be clear that in fact people don't have to perform in the 
way they do— for example, get on airplanes and fly down to Tampa, 
or to make a payment which would be illegal to get a sweepstakes, 
or to buy huge amounts of material in order to enhance their 
chances to win. We think that some people are actually misled, per- 
haps, by some of the promotions that we do, and we need to look 
at those carefully to be sure that in fact th^ do not mislead people, 
without affecting the important advertising message of those 
sweepstakes promotions and the advertising message in general. 
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But we are very concerned about that. We believe, and we came 
to a conclusion some months ago, that the industry needs to make 
a redoubled effort to work not only with law enforcement officials, 
but also with the Congress and with our own members and with 
the companies in order to be able to assure, as much as we can pos- 
sibly assure, that people are not misled and people do not inappro- 
priately respond to legitimate sweepstakes. 

But— and this is a big but— we think that the proposed legisla- 
tion, and we're talking about Senator Campbell's S. 2141, which 
we've discussed with him at some length, is not the answer. I 'm not 
rejecting all the other proposals that have been discussed here from 
the Postal Inspection Service and from Senator Levin. It's quite 
possible we can support those, or some of those, although I would 
have to go back to our people and see what we can do with that. 

But the proposed legislation very simply says that in very large 
type you will have on the front of the envelope— and on the first 
page, I believe it is, of the material in the envelope— very large 
type, which is 16-point type inside, and I've forgotten what it is on 
the front of the envelope, saying something to the effect that "you 
haven't necessarily won." That is absolutely true. We believe that 
that should be clear in any kind of promotion, that you have not 
necessarily won. But to do it the way that Senator Campbell's bill 
does it, we believe very strongly would reduce the sales response 
to the sweepstakes to such a radical point that it would conceivably 
put a lot of them out of business. 

And it's a very simple thing. This is almost an advertising tru- 
ism: If you have on the front of an envelope any negative kind of 
thing— we even look at it in view of certain colors, which are sort 
of perceived as negative— any kind of major negative language, 
they will not open the envelope. And opening the envelope is what 
we have to get people to do before they will even consider the prod- 
uct. It is the same concept as space advertising in the newspaper, 
getting people to come into the store. This is getting the people to 
come into our store, and if you have any kind of negative adver- 
tising-negative statements on the front; not even advertising, but 
n^ative statements on the front— the tendency will be that people 
will not open the envelope. Even the Federal Trade Commission 
recognizes that much can be resolved once you open the envelope; 
the issue is clear. 

The second thing is that while we completely agree that dis- 
claimers must be clear, and it should be clear that a person has 
not necessarily won, if you put that on the top of an envelope in 
16-point type— and I think you can see in my testimony how large 
16-point type is, and you saw some of it up there in terms of some 
of the signs that we had up there— that at the top of the envelope 
you will have the same negative thing. It would be like putting at 
the top of a political advertising piece or a political letter that you 
send out to get people to go vote, 'These are the views of the can- 
didate and they may or may not be true," 16-point type across 
there, and then you're not going to get your envelope opened, ei- 
ther. And that envelope opening is going into yours and our store, 
going to the voting booth. 

If this is a matter of advertising, to dictate the kind and size of 
type and the precise message— which is a negative message— on an 
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envelope and inside in this nature, we think it would very, very 
substantially reduce our spots. 

Now, that being said, there are many other things, we believe, 
that Senator Campbell and this Subcommittee are moving in the 
right direction on, in expressing concern and trying to do some- 
thing about many of the things that are happening. We are willing 
to work with you all on language for any kind of legislation. And 
more importantly, as I will describe, to close a strong industry ap- 
proach to improve this situation. 

What can we do? Well, I've already outlined very briefly our cur- 
rent ethics process. We are making a commitment here at this 
hearing, right now, as an industry to do several things right away, 
to move on as quickly as possible. 

First, strengthening our sweepstakes guidelines, which are in- 
cluded in our ethical business practice, to provide and require even 
clearer explanations of sweepstakes programs and what they do 
and do not do. 

Second, in developing company programs to identify quickly high 
activity respondents, such as we've been discussing here, so that 
we can go to them and inform them that they ne^ not buy and 
that no purchase is necessary. In fact, some of our companies al- 
ready do that, and to very good effect, I think, in many cases. And, 
if necessary— which it often would prove necessary— removing 
them from the mailing list. Someone here mentioned requirements 
that people be removed from the mailing list. We have a national 
program to do that, and it's also going to be a requirement of our 
members that they remove people from mailing lists when asked, 
beginning in 1999, or they will not be able to be members of DMA. 
So we think it would be appropriate to identify some of these high- 
level respondents who are responding inappropriately and remove 
them from our mailing lists, and discuss the issue with them. 

We want to have a better program of training customer service 
representatives in companies to identify problem cases; to work 
with relatives, which we do sometimes; provide name suppression, 
cancellations, and refunds, where necessary. We are committing 
ourselves to developing a coordinated national consumer informa- 
tion program to educate consumers about the operation of sweep- 
stakes and how consumers can detect fraudulent sweepstakes. And 
we are willing to serve as a clearinghouse for consumer complaints, 
which we already do to a certain extent through our mail-order ac- 
tion line about sweepstakes, and pass the complaints to law en- 
forcement officials as we do already, and also to pass on the other 
complaints, if necessary, to our Ethics Committees or to resolve 
them on the spot, which is what we would prefer to do; and to es- 
tablish a more effective relationship with the consumer organiza- 
tions that we already have a relationship with to improve the infor- 
mation that they have about legitimate and fraudulent sweep- 
stakes. 

The conclusion here, really, is that we are as concerned as you 
are. You are in some ways, frankly, describing an industry of legiti- 
mate sweepstakes that I am not familiar with because of the char- 
acterization of this industry in rather unflattering terms as people 
who are out to grab a dollar and do nothing else. That's not the 
industry that I work for, and it is also not an industry which in 
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fact is going to succeed over a long period of time because people 
will lose trust and confidence, and we want to build and maintain 
that trust and confidence. 

So we are very strongly interested in working with you, Senators 
Levin, Collins, and Cochran, and Senator Campbell, in working out 
solutions to these problems, in which we think a good bit can be 
done by increasing our activities as an industry in ethical guide- 
lines and consumer education. 

Thank you, Mr. Chairman. 

Senator Cochran. Thank you, Mr. Barton, for your testimony. 

Dr. Arnold, Professor of Gerontology, from Arizona State Univer- 
sity. Welcome. You may proceed. 

STATEMENT OF WILLIAM E. ARNOLD, Ph.D.,i DIRECTOR OF 
GERONTOLOGY, ARIZONA STATE UNIVERSITY 

Mr. Arnold. Thank you. Chairman Cochran, Senator Collins, 
and Senator Levin. I guess Mr. Barton and I will be disagreeing 
a little bit here in a few minutes over some of the things that have 
been said, just to spice things up a little bit. 

I'm not going to read my remarks. I am going to make three 
points. I have a couple of stories to begin with. I want to talk brief- 
ly about the research that I did, and then make some recommenda- 
tions. 

I got this on Friday: "Express Document, Rush Priority, Rush to 
Addressee, Extremely Important." It has the eagle on there; maybe 
we ought to put a tiger on it instead. That might slow things down. 
And then some more "Rush" on the other side. No mention of the 
name of the company that sent it; it turns out to be a mortgage 
company that wants me to subscribe. 

I got that catalog from Michigan, Senator, and I wondered if I 
had won, so I 'm glad to know that you're working on that. 

I got a call about 3 weeks ago on a radio program from a person 
in Iowa whose mother lives in your State, and she was ready to 
hop on a plane and fly to New York to collect her prize, but he was 
fortunately able to talk her out of it. 

Those are the stories. We've heard lots of stories far bigger and 
stronger than I can make, but I want to skip over to page 11 of 
the paper that I have for you and talk about two pieces of research, 
and I think you have a document in front of you that describes 
what this study was all about. 

Essentially, in the first study I asked seniors in three different 
senior centers to respond to the statements, and the statements 
that you have are there. I gave them the statement, "Open at once. 
Prize payment guaranteed to winners inside." 

Senator Cochran. This is the document that you're referring to, 
right here? 

Mr. Arnold. Right. And it's in black and white in the copies that 
have been given to everybody else. 

So they got that first statement, and I said, "OK, how likely are 
you to open that document if you just see that single statement, 
'Open at once,' in red type?" And 39 percent said they would open 
it up, and another 61 percent said not likely. 


iJhe prepared statement of M r. Arnold appears in the Appendix on page 89. 
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So I asked then another question with the second statement that 
says, "Notice: Postmaster, the security of this package is guaran- 
teed," and you've got that statement. Fascinating results; 57 per- 
cent now said they would open it. The percentage increased when 
the statement was there from the Postmaster, and I think that Mr. 
Hunter stated very clearly why our seniors are responding the way 
they do. They have trust and confidence in the Post Office, so they 
read a statement like that and it suggests to them, 'This is prob- 
ably OK to go ahead and open up." 

I got another piece— and we'll be studying this very shortly— this 
is something new I had not seen, tamper-proof, a piece of tape that 
says "If this seal is broken at time of arrival, please notify your 
local postal authorities." Again, it's the same kind of thing, appeal- 
ing to the credibility of the Post Office. Ouite frankly, I have not 
opened it, so I'm not even sure who it is from. But that was the 
kind of thing that increased the willingness to open the envelope 
if they saw it was from the Post Office. 

The third was a warning similar to what Senator Campbell was 
proposing. I put that on there, and I said, "By itself, if you just saw 
that on the envelope and nothing else, how likely are you to open 
it?" And the response was that 86 percent would not open the enve- 
lope. So if we took Senator Campbell's proposal and put that on the 
envelope alone, then I think Mr. Barton is right, people would 
probably throw it away. 

The next study. I combined all three on an envelope that looks 
like this, handed that to them, and then said, "OK, tell me what 
you notice first." And 78 percent said they noticed "Open at once, 
prize payment inside." Only 9 percent even noticed the statement 
about the contents. 

So I said, "OK, then, given that data, how likely are you to go 
ahead and open the envelope?" What did they say? We had 78 per- 
cent that ignored the contest and would say, "I 'm going to go ahead 
and open it; there's something in therefor me." 

Senator Cochran. You said, ignored the contest? 

Mr. Arnold. They ignored the content of this message, that this 
was a contest, their chances— I only put 80 million to 1; I've heard 
120 million to 1 would be more appropriate. "You do not have to 
play"— that was ignored by 78 percent. 

So what's the third and final point? It seems to me that legisla- 
tion may work, but I think we need to do more in figuring out 
where we place this if we allow this to be on there alone. Do we 
put it on the back side, like a piece of tape, and say, 'This is a con- 
test"? We're going to do that research because we think we need 
to do more. M aybe we need to put that i n red and the other mes- 
sages in the black and white. 

So that's what we're going to be doing by way of research. 

The second suggestion is that maybe we n^ to define what it 
means to have a sweepstakes. What does that mean to everybody 
who responds to it? 

Third, we're going to be studying— now that we've seen the 
UnionGram, and there are others that we know are patently illegal 
and should be stopped— we want to study the content of those 
versus the ones used by the legitimate marketing firms to see 
where there are differences. 
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Fourth, I think we need to look at— as, again, Mr. Barton has 
pointed out— the specific type size and placement, and we've seen 
plenty of examples of things that we need to do there. But we need 
to test that along with cognitive abilities, attitudes towards the 
U.S. Government, because obviously if tampering is an issue, then 
we have a great deal of respect so we watch the messages that we 
get across. 

And finally, I guess I would call for— and what I've heard a lot 
of folks calling for— a group getting together to decide what kind 
of information we should have, what kind of enforcement we should 
have, involve gerontologist around the country and communications 
people who can look at that so that they can help you come up with 
the most effective pieces of legislation. 

Thank you very much. 

Senator Cochran. Thank you. Dr. Arnold. 

I showed some copies of correspondence that I had received and 
my staff had received to the earlier panel, and I was curious to 
know, Mr. Barton, whether your guidelines that you discussed for 
the Direct Marketing Association would be violated by any of these 
mailings that we received. 

First of all, this government— appearing to be a government 
check, that came to me, whether there is anything in that, and one 
of my staff members had one almost exactly like it. Both of these 
turn out to be from loan companies. There's no harm done, I guess, 
if we don't take out the loan, but they both appear to be letters 
from the government containing a government check, payable to 
the addressee. Is there anything in your guidelines that would be 
violated? 

Mr. Barton. I don't know, because that would have to be a mat- 
ter of committee study and interpretation. The closer it gets to look 
like an actual government envelope, the closer it comes to violating 
our ethical guidelines. Of course, if you take an actual government 
envelope, it's illegal. That's one of the things that we worked on. 

So what I 've been saying is that it would at least be worth taking 
a look at. I can't say here, right now, whether it would violate the 
guidelines. Flowever, I would point out, without defending what 
that envelope looks like or what's on the front of the envelope, the 
instant you opened it you knew what it was. In any direct mar- 
keting context— and I think even the Federal Trade Commission 
would say that a lot of hyperbole on the front of an envelope is re- 
solved the minute you open it if it is in fact clear that it is not a 
government check, which it is not, and that what it is is an offer 
of credit. 

But in terms of that specific envelope, I really would have to take 
it and run it through— which is a quasi-legal process, our guide- 
lines. I'm not sure, frankly, whether or not the Committee has re- 
cently taken up any of those. I will find out for you and give you 
a written statement on it. 

Senator Cochran. One other question I have about your guide- 
lines relates to the enforcement. You mentioned that if someone did 
violate the guidelines, that they could be dismissed as members of 
the association. Do you have any other sanctions that are imposed 
for violating the guidelines, other than just no longer being able to 
be a member of the Direct Marketing Association? 
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Mr. Barton. Wdl, from this point on we will publicize it, even 
if it doesn't come to the point of dismissal from the association. We 
will make public the names of the companies which we have deter- 
mined have violated the ethical guidelines, and distribute that in- 
formation to the consumer organizations that we deal with, and it 
will become public knowledge. 

We think, certainly, for legitimate companies, that that's a sub- 
stantial problem for them. But dismissal, frankly, is probably going 
to be used more and more as a sanction, and it turns out that 
that's a pretty good sanction because most of the people in this 
business do not want to be looked on as pariahs. But that's really 
the best I can say about that. 

In terms of— this is not exactly in terms of the ethics and the 
law— also we are starting a national program to require companies 
to remove names from mailing lists when they are requested to, 
and that would include the kinds of things we're talking about 
here, with people's inappropriate behavior to sweepstakes, which 
we would determine that their names should be removed from 
mailing lists, and to use all the programs that we use for people 
who ask to get off of mailing lists. That would be a requirement 
for membership, and they would be dismissed, too, if they didn't do 
that. 

Senator Cochran. Dr. Arnold, in your judgment are those who 
are vulnerable to deceptive and fraudulent practices— can they be 
educated with tips and other advice in a way that would permit 
them to be more likely to resist falling for some of these scams and 
being duped or ripped off by them? 

Mr. Arnold. Let me make two points on that. First, I hope so, 
because I'm in the wrong business if I'm in education and we can't 
educate fol ks. 

But second, let me give you a specific. One of the things we dis- 
covered in doing the second piece of research was that our seniors 
didn't fully comprehend what bulk mail meant. I said, "How was 
it mailed to you?" And they said, "Well, it says U.S. postage." I 
said, "Well, what does that mean?" "Well, it's bulky, and it came 
from someone," so they did not distinguish between what would be 
bulk rate, what would be first class, what might even be Priority 
Mail. So I think that's an issue we could look at, and I think that's 
part of the education. 

The other point that I did not make, that perhaps we ought to 
take off notices that are on letters and envelopes like this where 
the Postmaster secures from tampering— maybe that's doing more 
harm than good by having that. 

Senator Cochran. It legitimizes the mailing? 

Mr. Arnold. And they see that the Postmaster approves of this 
because it's protected from tampering. Take that off, and the per- 
centage that we got would be reduced to the "Open at once." 

Senator Cochran. Senator Levin. 

Senator Levin. How many members are there of your associa- 
tion? 

Mr. Barton. There are 4,100 companies. 

Senator Levin. There's a bankruptcy petition here which was 
filed by some company called Direct American Marketers, Inc. Are 
you familiar with them? 
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Mr. Barton. I know of them, yes. They are not members of ours. 
Senator Levin. They operate under— it looks to me— about 700 
different names, one company. 

Mr. Barton. I know that they operated under a lot of different 

names. I don't know which ones 

Senator Levin. I made a quick count. It looks like about 100 per 
page, and there are seven pages. I doubt that any one of them were 
members of your association. 

Mr. Barton. No. 

Senator Levin. If so, what sanctions would you have taken 
against this kind of an operation? 

Mr. Barton. They were members of ours. Senator, and they're 
no longer members. We did have an ethics case against them. 
There were recommendations about dismissal, and they left mem- 
bership in the association. 

Senator Levin. Before you dismissed them? 

Mr. Barton. I believe so. That's a while ago. I believe so, yes. 
Senator Levin. That will give you an idea, folks, of the way these 
companies operate. These names, using the word "award" to begin 
with —"Award Administrator for Disbursements Division," "Award 
Auditing Division," "Award Claims Center," "Award Claims Cen- 
tre" spelled differently, "Award Disbursement Unit," "Award Notifi- 
cation Director," "Award Notification Services," "Award Payment 
Determination Center," "Award Payment"— I mean, it just goes on 
and on and on, page after page after page, one company using 
about 750 different names. 

I would like to make that part of the record. ^ 

Senator Cochran. Without objection, so ordered. 

Senator Levin. Mr. Barton, I'd like to show you a chart here, if 
you would. Could you put the chart up there for me? 

I want to ask you whether or not, in your judgment, this chart 
complies with your ethics requirements. I know that you have a 
committee there that looks at these, but I'd like you just to give 
us your own personal opinion, not binding on your committee.^ 

Mr. Barton. I can't even read the type. [Laughter.] 

Senator Levin. That's my point. I appreciate it. Next exhibit. 
[Laughter.] 

Take a look at the words, 'The judging is now final. Mr. Bruce"— 
whatever his last name is— "is one of our $1,666,000 winners."^ 
Now, Mr. Bruce, with his last name, is going to see that pretty 
boldly. Here you are, one of our winners. I mean, my gosh, that will 
get someone's attention. But above that, it doesn't look like any- 
thing; there are some very small words. Can you point those words 
out? Above, on the official notification— just point to them. 

Mr. Barton. On the official notification, above 

Senator Levin. Yes, that little line above there. Keep going, high- 
er, higher, higher— lower, lower. There. [Laughter.] 

There. You got it. Now, I'm going to read that line to you that 
nobody can find; even my staff member, who is an expert on this 
subject, can't find the line. 


iThe list of other names used by the debtor submitted by Senator Levin appears in the Ap- 
pendix on page 165. 

J-The Chart referred to by Senator Levin appears in the Appendix on page 171. 

3The exhibit referred to appears in the Appendix on page 172. 
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"If you have and return the grand prize winning number, we'll 
declare"— that little unreadable line makes this legal under current 
law. That's not my question— we're going to try to make it illegal 
under new law, by the way. I'm saying that right now. But under 
current law, because that little unreadable line is there that says, 
"If you have and return the grand prize winning number, we'll de- 
clare"— then they go on to say, in type this big, "the judging is now 
final. Mr. Bruce so-and-so is one of our $1,666,000 winners." 

Now, if that isn't deceptive, I don't know what in the hell is. 

Mr. Barton. Well, I'm not going to say— I don't know whether 
the Ethics Committee would find it deceptive or not deceptive. It's 
on the edge. But it does say-so now we're talking about size of 
type, because it does say, "If you have and return the grand prize 
winning number, we'll declare," and it does say at the bottom, "If 
you have and return the grand prize winning number, we will offi- 
cially declare it as confirmed," which is at the top of the piece on 
the second page, I believe. 

Senator Levin. But you see, your own ethics requirements talk 
about size, and that's why I want to get to your own ethics r^uire- 
ments, because Article 3 says, "Representations which by their size 
are unlikely to be noticed" 

Mr. Barton. Yes, but we don't determine what the size is. And 
this would, frankly, probably be one of the things that we would 
be working on in order to expand our ethical guidelines. 

Senator Levin. Do you think that little thing there is likely to 
be noticed? We can't even find it. My intrepid staff member, who 
is an expert, can't even find it. She probably knows more about 
that form than anybody else in the room. 

Mr. Barton. Well, in one way or another, millions of people do 
notice it, or at least do know that they haven't won. 

Senator Levin. I'm worried about the millions that don't notice 
it, by the way. I'm not worried about the few that are so used to 
these scams that they look for the ways in which these hooks are 
attempted to put into people's hides. 

I'm just asking you, as a rational and reasonable human being, 
in your judgment, given the location of that and the size of that, 
is that likely to be noticed under your own guidelines? Because if 
it is, your guidelines aren't worth anything. 

Mr. Barton. I don't know what we would determine in our Eth- 
ics Committee about the guidelines. 

Senator Levin. Would you take that up with your Ethics Com- 
mittee? 

Mr. Barton. Yes, I certainly would. 

Senator Levin. How long would it take you to let us know? 

Mr. Barton. A month or two. They meet once a month, so give 
me a little bit longer than that. 

Senator Levin. All right, if you could do that. 

Now, that's Article 3 of your ethics rules, "Representations which 
by their size and placement are unlikely to be noticed." That's one. 

Mr. Barton. Right. 

Senator Levin. Now if you could put up the official rules. 

This is on the envelope that that thing came in. Would you say 
that by the size of that, that they are unlikely to be understood or 
read? 
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Mr. Barton. I think they would be unlikely to be read, frankly, 
and one of the reasons you put official rules like this— I mean, 
there are a lot of legal requirements, not in connection with this, 
that you put official statements on pieces of paper, and they're all 
in very small type, because you don't want to take up a lot of space 
from the message. 

I don't know whether we would talk about putting that in bigger 
type. I think that the important thing is not to have all the official 
rules in large type. The important thing would be to make it clear 
that in fact you have not necessarily won. 

Senator Levin. Yes. 

Mr. Barton. And I think that that kind of language, which you 
see on thousands of documents and legal documents of all kinds— 
not language, but size of type— I don't really think that's what 
we're talking about here. I think we're talking about, is it going to 
be clear to somebody that you have not necessarily won? 

Senator Levin. Well, it says in your Article 25 that "the terms 
and conditions should be easy to read." Those are the terms and 
conditions, one of which says "no purchase necessary." By the way, 
that's only because I have strong glasses on and read it 23 times; 
that's the only way I can even find it. And there's another one hid- 
den in there that talks about your odds on this thing, which I can't 
even read now with my glasses on, but it's— well, the prize bonus 
here, it says that the first prize is $25,000. That's the first prize, 
$25,000. 

This is what came in that envelope, "J udging is now final, and 
Mr. Bruce so-and-so is one of our $1,666,000 winners." 

Mr. Barton. I would have to look at that very carefully because 
that doesn't make sense. I agree with you, it doesn't make sense. 

Senator Levin. OK, it would be very helpful if your committee 
could get back to us with that, plus some other exhibits which we 
will give to you— if the Chairman is willing to do this— to give to 
Mr. Barton a number of these documents that we have us^, and 
ask them to get back to the Subcommittee with whether or not— 
the decision of their committee on whether or not these exhibits 
that we are using here comply with their rules. 

Finally— is that agreeable to the Chair? 

Senator Cochran. It's certainly agreeable, and we hope you will 
be able to help us with that. 

Mr. Barton. We will treat you as an official complainant. 

Senator Cochran. Good. Thank you. I think you got more than 
one. 

Senator Levin. One final comment. Is there any reason why we 
should not make your ethical guidelines law? 

Mr. Barton. Well, you will have to admit that they are awfully 
vague to be put into law. [Laughter.] 

And I 'm saying that in a positive way. Laws have to be very pre- 
cise. 

Senator Levin. Well, criminal laws surely do, but I'm talking 
about civil fines and administrative fines. And when you say here 
that "Offers should be clear, honest and complete so that the con- 
sumer may know the exact nature of what is being offered," "Rep- 
resentations which by their size or placement are unlikely to be no- 
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ticed," I think that may be clear enough for administrative and 
civil fines. 

But in any event, would you give us 

Mr. Barton. Let us look at it. You know, the changes in law that 
you were discussing with Ken Hunter were things that I think that 
we can look at and, probably, positively respond to, a lot of them, 
and let us look at that, too. 

Senator Levin. Good. Thank you. 

I just have one question for Dr. Arnold and then I 'll be done. 

Your testimony was also very fascinating, I must tell you, be- 
cause what it really is warning us of is that we can think we're 
really accomplishing something by writing a law, but we may not 
accomplish it at all. For instance, that warning about the Post- 
master here may have absolutely no effect if at the same time, or 
in the same envelope, people read more prominently a red bold- 
faced something which tells them something else. So we have to 
really think through what we do and take into consideration how 
clever some of these folks are in evasion. I mean, we thought we 
passed a law in 1990, I believe, relative to government look-alikes. 
That was our effort, yet the Chairman has brought out a whole 
bunch of government look-alikes here, and others have, too. Sen- 
ator Collins has. They are government look-alikes. We didn't suc- 
ceed in 1990. 

So we do have to take into consideration your expertise and that 
of folks like you who have expertise in this area, and we would look 
forward to your working with us as we attempt to tighten these 
laws. 

Senator Cochran. Thank you. Senator Levin. Senator Collins. 

Senator Collins. Thank you, Mr. Chairman. 

Mr. Barton, I was really disturbed by part of your testimony. You 
said that a lot of the cases that we're concerned about that have 
been publicized were the result— and I wrote it down— of "inappro- 
priate responses to sweepstakes." That statement really troubles 
me because it indicates to me a "blame the consumer" mentality. 

I don't think it's unreasonable for someone who receives a sweep- 
stake that says "Mr. So-and-so, it's down to a two-person race for 
$11 million, you and one other person in Florida were issued the 
winning number," etc, "and whoever returns it first wins it all" to 
think that they've won. I don't think that's an inappropriate re- 
sponse. I think it's a very logical response to a very deceptive, mis- 
leading statement. 

Mr. Barton. We agree with you in general about that particular 
promotion piece. That was part of our ethics process and it was 
withdrawn, also with the Attorneys General and so forth, so I 
would agree with you about that. 

But while we're talking about response, we definitely not only 
don't want to blame the consumer because in fact the consumer is 
a very important part of us, and we think they're wonderful people. 
But I really think you'd have to say that when you spend $20,000 
or $30,000 of money you don't have on a promotion, whatever it is, 
whether it's buying magazines or whatever, there is a problem 
there, more than the fact that the person might have been deceived 
by what we would consider a legitimate sweepstakes. We want to 
reach people who are like that, to say that "You don't have to do 
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this, and there might be some other problems that we want to help 
you with." 

I don't want to sound condescending at all, but I think it's pretty 
clear from some of these examples that we have seen that they are 
not average, normal responses on the part of people who do sweep- 
stakes. 

Senator Collins. But the fact is, this was set up to deceive peo- 
ple because if you buy a magazine, your response goes to Tampa, 
where the number is going to be drawn. If you don't buy a maga- 
zine, the response goes to Georgia. 

Mr. Barton. Again I say, that promotion has been withdrawn. 

Senator Collins. But this is so typical. The one I used in my 
opening statement from my constituent in Portland says, "You 
were declared one of our latest sweepstakes winners and you are 
about to be paid more than $830,000 in cash." It shouldn't be a de- 
tective game for people to figure out whether or not they really 
have won. 

Mr. Barton. No, it should not be a detective game, whether or 
not they really have won. 

Senator Collins. What I'm really trying to ask is, what kind of 
response are we talking about? If somebody just thinks they have 
won and have done nothing, as bad as we think the promotion 
might be, there's no harm done there; they just throw it away, or 
say, "Gee, I might have won." If they buy a magazine or two, then 
that is not an inappropriate response, as I was talking about, and 
in fact that's the kind of thing we don't want to happen because 
we think it ought to be made clear. 

Mr. Barton. You're right, it ought to be made clear— that in fact 
they have not necessarily won. 

Senator Collins. The problem is that it isn't just a small num- 
ber of unsophisticated consumers. I know Dr. Arnold's research 
shows that. There's one report in Iowa in response to just the Pub- 
lishers Clearinghouse Sweepstakes that showed 126 lowans, nearly 
three-quarters of them over age 70, spent $2,500 or more on maga- 
zines in response to one solicitation. 

Almost 2,000 lowans paid the company more than $1,000 in 1996 
and 1997. I agree with you that you can't save everyone from mak- 
ing a mistake, but that assumes that they've received a clear and 
legitimate offer. That's not what's happening. 

Mr. Barton. It assumes that they believe that they had to buy 
something— you're assuming that they believed they had to buy 
something to win the sweepstakes. 

Senator Collins. Do you think they didn't believe that? 

Mr. Barton. No. I'm not saying that I didn't think they didn't. 
I'm saying that to the extent that that happens, it shouldn't hap- 
pen, and that's not what I was talking about. I was talking about 
people who have garages full of stuff, that we talked about, that 
are truly inappropriate responses. These people need to be helped 
by us and by other people not to respond to sweepstakes like that. 
In that kind of swe^stakes, there should be no reason whatsoever 
that anybody would go in and spend $2,500— or even $15— for a 
magazine that they didn't want to buy, if they believe that it's 
going to help them win the sweepstakes. And we're committed to 
working with you to be sure that that happens, and that to the 
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best of our extent, that the industry presents promotions that are 
not in fact deceptive in that way. 

What I am saying in a sense here is that there is a gray area 
in all of advertising of what you and I would define as deceptive, 
and what is just strong hyperbole, and we need to find somewhere 
where that line is, I guess, because there is a lot of strong adver- 
tising that goes on in newspapers and magazines and so forth 
which some people might consider deceptive and other people 
might consider just strong selling tactics. 

So what we want to do is provide an ability for the consumer to 
make a wise choice, and we think most of them do. More than 60 
percent of the people who respond to sweepstakes don't buy, and 
those who win don't buy. So we're willing to do that. 

Our problem with Senator Campbell's bill is that the require- 
ment for the type and placement is so negative that we think that 
it would just substantially reduce response all across the board, not 
just from the elderly. 

Senator Collins. Well, in some of these cases I would be happy 
if the consumer threw it away because of what you call "negative 
information" on the envelope, and what I would call "truthful infor- 
mation" on the envelope. I think we would perhaps be saving some 
consumers a lot of grief and financial loss. 

I realize that you are committed to working with us on this, and 
I hope that you will concede that the industry has a long way to 
go to make sure that deceptive practices like these do not continue. 

Mr. Barton. Yes. 

Senator Collins. I have just a couple quick questions for Dr. Ar- 
nold. 

Dr. Arnold, I want to follow up with you on the issue of who is 
deceived. It's my understanding— I don't know whether you're fa- 
miliar with it— that the AARP, the American Association of Retired 
People, has found that seniors are more likely to be victims, and 
that it's not necessary the isolated and ill-informed senior, but 
rather that a sophisticated and well-educated senior citizen can 
also be snared by this kind of deceptive sweepstakes or pseudo-gov- 
ernment mailing. Are you familiar with that study? Is that accu- 
rate? 

Mr. Arnold. Yes. I'm familiar with that, and the data that we 
have supports the same thing. 

Senator Collins. My final question that I want to ask you fol- 
lows up on the excellent point that you made, that seniors are per- 
haps more vulnerable because they trust government more; and 
when they see something referring to the "Postmaster" on the enve- 
lope, or "Buy U.S. Savings Bonds," or it's the color of a government 
envelope, or it has an eagle on it, they're more likely to think that 
the government somehow has approved this or that it's a legitimate 
offer. 

Is there also a similar factor at work with the use of respected, 
well-known celebrity spokesmen to promote sweepstakes? 

Mr. Arnold. The one thing that is standard in communication 
is the notion of credibility. That's something that we've known for 
2,300 years. If you have someone who is highly credible as your 
spokesperson and that's someone that they believe, then they're 
going to be more persuaded by it. J ust as an aside I asked, "Well, 
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who should we get to speak against telemarketing and mail fraud?" 
And everybody among the seniors responded, "Why, Hugh Downs." 
So they are turning to another senior who is respected by that com- 
munity to speak out against what some other folks are doing on the 
other side. 

Senator Collins. Thank you. 

Thank you, Mr. Chairman, for an excellent hearing. 

Senator Cochran. Thank you. Senator Collins. 

Senator Levin, do you have any further questions? 

Senator Levin. I just want to thank our witnesses. 

Senator Cochran. Thank you especially to the Senators who 
worked hard to prepare for this hearing. We appreciate the support 
and assistance that they have provide, and the members of our 
staff who have helped arrange and prepare for the hearing as well. 
And to all of our witnesses, we thank you, the Attorneys General 
and the Postal Service Inspector, and the other witnesses. We are 
very grateful for your assistance in helping us better understand 
the extent of this problem and what the options are for dealing 
more effectively with it. We think it is time for reform, for tight- 
ening up these laws and rules, and we are serious about doing 
something about it. Senator Campbell has laid out a proposed 
change in the law, the Honesty in Sweepstakes Act, which we have 
considered at this hearing. There are other suggestions that the 
Postal Service has made and that others have made, that Senators 
on the Subcommittee have made. We are going to consider these 
options.! 

We appreciate the fact that there is an upgrading of the ethical 
guidelines for the association that has already been undertaken, 
maybe as a result of the initiatives that we've seen here in this 
Subcommittee. 

But we look forward to working with all of you to help make re- 
form a reality and not just a promise. 

The hearing is adjourned. 

[Whereupon, at 4:47 p.m., the Subcommittee was adjourned, to 
reconvene at the cal I of the Chair.] 


iQAO testimony, "Issues Related to Honesty in Sweepstakes Act of 1998, S. 2141," submitted 
for the record, appears in the Appendix on page 180. 
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Mr. Chairman. Ranking Member Levin, members of the subcommittee, it is my pleasure to come 
before you today to testify on S. 2141, the Honesty in Sweepstakes Act of 1998. 

Thank you, Mr. Chairman, for holding this hearing on one of the preeminent consumer abuse 
issues we face today -- the use of misleading direct mail marketing practices - especially some 
all to common methods used in sweepstakes promotions. 

I believe that the Honesty in Sweepstakes Act would be a big step in protecting consumers from 
deceptive mass mailings marketing tactics. Far too many American consumers are being taken 
advantage of by increasingly deceptive marketing ploys. These ploys prey upon people's hopes 
and dreams. The situation is getting worse. 

This bill will go a long way in helping protect our country's most vulnerable citizens -- those 
who are particulary susceptible to these deceptive promotions — including seniors, the lesser 
educated, and the poor. It seems that all too often it is the very people who can least afford it 
who are the ones who get sucked in by convincing — yet false — promises of certain riches. 

When a reporter with the New York Times interviewed me about the Honesty in Sweepstakes 
Act, he asked me if this bill was meant to appeal to our nation’s seniors. Then and now I respond 
“Heck no, I am just looking out for my brothers and sisters. I am a senior now too." In fact, the 
New York Times thinks that sweepstakes abuses have become so problematic that the resulting 
article appeared on the front page -- and above the fold — of the July 28, 1998 New York Times. 
Mr. Chairman, I ask consent to submit a copy of this article for the record. 

Sweepstakes have been around for a long time. Those days when you could just look at them 
and know that they were sweepstakes are long gone. These days sweepstakes boldly use 
announcements like “Congratulations, Ben Nighthorse Campbell, you have already won 24 
million dollars!” This amounts to modem day snake oil - and it is being delivered through our 
nation’s postal system. 

Over the years sweepstakes have become increasingly sophisticated and deceptive. While these 
promotional tactics may be technically legal -- they appear to be skirting the limits of the law. 
These deceptive tactics run counter to America’s values of honesty and forthrightness. 

The Honesty in Sweepstakes Act would address this problem by requiring that a few key 
disclosures be clearly printed on the face of sweepstakes envelopes and enclosed promotional 
materials. For example, one disclosure would simply read “This is a sweepstakes. You have not 
automatically won.” This would effectively neutralize common misleading claims such as 
“Congratulations Joe Public, you have just won 1600,000.” Hopefrilly sweepstakes promoters 
who use these types of claims would see the light and make more forthright claims such as Joe 
Public, you are eligible for a $600,000 sweepstakes drawing.” 
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A complementary section of this bill calls for similar honesty disclosures for cashier’s check look 
alikes - which are often practically indistinguishable from real cashier’s checks. These 
disclosures would be printed up-front, in clear language and in large print. 

The participation of American consumers would help make the Honesty in Sweepstakes Act 
work. When consumers receive sweepstakes mailings that do not contain these honesty 
disclosures - they could call the offices of the U.S. Postal Inspector - who would then be 
authorized to take appropriate action. This approach is founded on the important precedent of 
how the U.S. Postal Service may respond to government look-alilce mailings -- promotional 
materials designed to look just like official governmental mailings. In addition, the U.S. Postal 
Inspection Service may need additional enforcement mechanisms. I look forward to working 
with Chief Postal Inspector Kenneth Hunter as we continue our work on this bill. 

While drafting the bill I consulted with the offices of Colorado Attorney General Gayle Norton 
and Florida Attorney General Robert Butterworth. One key result of these consultations was the 
inclusion of a clause stating that nothing in this bill will preempt state law. This clause preserves 
the right of each state to enact its own additional guidelines or take additional legal action as they 
see fit. I appreciate the input from these two Attorneys General and I am pleased to see that 
Robert Butterworth — Florida’s Attorney General — will be testifying later today. 

We can expect that some desperate critics may try to claim that the Honesty in Sweepstakes Act 
may violate the Constitution’s guarantee of freedom of speech. My response is twofold. First, 
this bill would not restrict what sweepstakes promoters may say. No part of the bill prohibits any 
language. It simply says that they need to make key disclosures clearly and up front. 

Second, these disclosure requirements are just like health warnings on packs of cigarettes, 
nutritional labeling on our nation’s food, and other existing disclosure rules. Each of these uses 
standardized disclosures and font sizes. If they were unconstitutional the Supreme Court would 
have already thrown out existing labeling rules. When consumers have the important information 
they need, they will be better able to make better purchasing decisions and live better lives. 

Unfortunately, no one truly knows the exact extent of the problem. Over the past two months the 
Government Accounting Office has been trying to get an exact feel for the full extent of the 
problem. The GAO’s work has revealed that — while our country has no centralized data base of 
reported sweepstakes abuses - or centralized overseeing authority - abundant media reports and 
anecdotal horror stories are clearly just the tip of the iceberg. We need to start turning the ship 
now — before more consumers are victimized. Mr. Chairman, I want to thank the GAO for their 
good work. 

The abundant evidence - including the deceptive promotions each of us as Americans receive in 
our mailboxes on a regular basis - makes it clear that current laws aimed at stopping deceptive 
promotions simply are not working. 
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Just last week the Consumer Federation of America gave the Honesty in Sweepstakes Act its 
strong endorsement. In a well worded and persuasive letter — our retired colleague. Senator 
Metzenbaum — states that he believes that the merits of this bill ate such that it deserves to be 
passed and enacted this year — even with so few legislative days remaining. I appreciate the 
Consumer federation’s and Senator Metzenbaum ’s endorsement and ask that a copy of the letter 
be included in the record. 

The National Consumers League has also sent me a letter in support of this bill. One quote from 
this letter reads “This legislation would be very effective in preventing misleading and deceptive 
sweepstakes solicitations.” I ask that this letter also be included in the record. 

These days, too many sweepstakes promotions resemble wolves in sheepskin. Something clearly 
needs to be done. This bill is about peeling the sheepskin off the back of the wolves. We may 
hear some howling, but American consumers will be better off in the end. 

I look forward to working with you and the rest of the Senate to try to get this bill enacted this 
year. 

Thank you, Mr. Chairman. 
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Good afternoon Mr. Chairman, I am Ken Hunter, Chief Postal Inspector. I appreciate 
this opportunity to appear before you to discuss sweepstakes and government look- 
aiike mailings. I want to thank you. Senator Levin, and Senator Collins for the interest 
you are showing in addressing this problem. Your efforts here provide one more means 
to educate the American public. We are very concerned about the adverse impact 
some of these maiiings can have upon consumers. 

The Postal Inspection Service is the criminal investigative arm of the U.S. Postal 
Service. We are responsible for protecting postal employees, the mails, and postal 
facilities from criminal attack, and for protecting consumers from being victimized by 
fraudulent schemes or other crimes involving the mails. We also work to rid the mails of 
drug trafficking and money laundering; mail bombs; and perhaps one of the most 
despicable crimes- child exploitation. In addition, we along with the Office of Inspector 
General conduct internal audits of postal operations. The Postal Inspection Service, 
which employees about 2,100 postal inspectors, 1,400 postal police officers and 900 
professional, technical and support employees, has performed many of these duties for 
over 200 years and is one of the oldest federal law enforcement agencies. 

A number of statutes enable us to take action against fraudulent practices involving the 
use of the mails. Our primary weapons are two statutes originally enacted over 1 25 
years ago: the criminal mail fraud statute and the civil false representations and lottery 
statute. The public policy, which underlies these statutes, remains valid today: the 
postal system created by Congress to serve the American public should not be used to 
conduct schemes that seek to cheat the public. 

The nation’s mail service was designed to assure that there was always a reliable, 
efficient, affordable and secure means of communication for its citizens. A recent 
Harris Poll affirms that the American public feels significantly more confidant about the 
security of mail, than they do in telephone or Internet communications. Even in a world 
of advanced technology and instant communications, the people and businesses of this 
land feel more secure in a hardcopy delivery system, that is backed by a U. S. 
Government guarantee- the Postal Inspection Service. Our mission is to prevent 
unscrupulous promoters from damaging that confidence. 


INSPECTION SERVICE JURISDICTION 

Perhaps our best known remedy is the criminal mail fraud statute, 18 U.S.C. § 1341. 
During the past fiscal year, 1377 investigations were initiated regarding possible mail 
fraud violations. We arrested 1545 individuals associated with fraudulent schemes and 
obtained 1533 convictions, resulting in prison sentences, fines in excess of $12.1 
million, and court-ordered and voluntary restitution of over $316 million. 

Where the proceeds of a crime are used to further the illegal activity or are concealed, 
we have authority under the money laundering statutes to forfeit those proceeds or 
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property acquired with them. Our first consideration in dispersing forfeited funds is to 
return them to the victims whenever possible. The authority to prosecute mail fraud 
violations is vested in the U.S. Department of Justice. The cases are tried in the U.S. 
District Courts. 

The False Representation and Lottery Statute, 39 U.S.C. § 3005, allows the Postal 
Service to take administrative action to return to consumers all mail sent in response to 
a lottery or a scheme which seeks to obtain money or property by mail through false 
representations. The statute also authorizes the Postal Service to issue cease and 
desist orders prohibiting future operation of the lottery or false advertising scheme. 
Violation of these orders can result in penalties of up to $10,000 per violation. The 
Postal Service Law Department initiates administrative proceedings under these 
statutes before the Postal Service Judicial Officer. The Judicial Officer considers 
whether we have proven by a preponderance of the evidence, that material facts about 
a particular product or service have been misrepresented. Last fiscal year, complaints 
filed with the Judicial Officer alleging violations of Section 3005 which were resolved, 
resulted in 53 consent agreements, 65 cease and desist orders and 91 False 
Representation Orders. 

Because the administrative proceedings may be time-consuming and mail scams often 
are of short duration, two federal statutes (18 U.S.C. § 1345 and 39 U.S.C. § 3007) 
authorize the U.S. district courts to issue injunctions to prevent consumer losses while 
the administrative proceedings are pending. Section 1345 permits broad injunctive 
orders ranging from stopping the mailing of the fraudulent solicitation to the 
appointment of a receiver to manage a fraudulent company and provide restitution to 
victims. Section 3007 allows the U.S. District Courts to issue temporary restraining 
orders and preliminary injunctions permitting the Postal Service to withhold from 
delivery mail in response to schemes which are the subject of pending actions under 
the false representation and lottery statute. During Fiscal Year 97 we applied for and 
were granted eleven temporary restraining orders. 

We also enforce 18 U.S.C. § 1302, which makes it a crime to mail lottery tickets and 
related matter. With limited exceptions for certain mailings conducted by State- 
operated lotteries, or nonprofit organizations, this statute applies to any mailing that 
involves the three legal elements of a Tottery”: prize, chance and consideration. I will 
elaborate upon these requirements later. For now it may suffice to say that any 
scheme in which a prize is awarded based upon chance and in which consideration 
must be given in order to be eligible to win constitutes an unlawful lottery under Section 
1 302. However, if any one of these required elements is missing, the promotion does 
not violate the statute. Accordingly, while the statute could apply not only to classic 
lottery ticket promotions, but to sweepstakes promotions as well; it will only apply where 
the sweepstakes requires the remittance of a fee or the purchase of goods or services 
in order to be eligible to win a prize through a drawing. Often, sweepstakes promotions 
offer a free entry option and thus no legal “consideration” under the statute. 
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Under other statutes, the Postal Service can withhold from delivery mail sent to false or 
fictitious names or addresses. Title 39 U S. Code, Sections 3003 and 3004, provide 
that if a promoter uses a faise or fictitious name or address to conduct a scheme in 
vioiation of the mail fraud statute (18 U.S.C. § 1341) or to escape identification, the 
Postal Service can withhold mail sent in response to the scheme pending adequate 
identification and proof of entitlement to the mail. These statutes were used in 140 
cases during the past fiscal year, preventing the promoters’ receipt of their intended 
victims’ money. 

Our mail fraud investigations have encountered a wide range of imaginative scams, 
motivated by greed, and intent upon defrauding the consumer, businesses and 
government. 


SWEEPSTAKES AND LOTTERY MAILINGS 

My testimony today will focus on sweepstakes and prize award maiiings that represent 
fraud against the consumer. Our focus here is not upon the many legitimate business 
solicitations that use the maiis as an effective and reliable marketing option, but those 
that seek to be deceptive. 

Sweepstakes mailings often are completely lawful, non-deceptive marketing programs. 
They seek to solicit a response by satisfying the enjoyment many people derive from 
entering sweepstakes. Unfortunately, there also are sweepstakes which constitute 
fraudulent or deceptive advertising practices or which constitute illegal lotteries. 
Sweepstakes promotions may lawfully be distributed by mail provided they are very 
clear about what is being offered, i.e. they are not fraudulent or deceptive and provided 
that they do not fall within the legal definition of a “lottery.” 

As I previously mentioned, a promotion is an unlawful lottery if, in order to win a prize 
based upon chance, the participant must pay some consideration. A "prize” can consist 
of anything of value. “Chance" is present if winning any prize, or one prize as opposed 
to another, depends predominately upon events beyond the participant’s control-for 
example, random selection of a winning number. “Consideration" normally consists of 
requiring participants to make a purchase from, or otherwise pay money to, the sponsor 
of the promotion, in order to be eligible to obtain a prize. So-called ’’sweepstakes" 
promotions often avoid the postal lottery statutes by allowing optional participation with 
"no purchase required", thereby removing the required legal element of “consideration." 
To be legally effective, however, the “option” must be unambiguous - it must not leave 
the impression that the chance of winning is reduced if the no purchase option is 
exercised. 

During Fiscal Year 1997, the Postal Service initiated four false representation cases 
against prize promotions and 89 against lotteries. The prize promotion cases resulted 
in two consent agreements under which the advertisers agreed to discontinue the 
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scheme and accept the entry of a cease and desist order and the issuance in two 
contested cases of cease and desist orders against the operators of the two schemes. 
The lottery cases resulted in 89 False Representation Orders being issued. 

During the first ten months of Fiscal Year 1998 the Postal Service has initiated seven 
false representation cases involving prize promotions and 56 against lotteries. Thus far 
the prize promotion cases have resulted in three consent agreements, two cease and 
desist orders and one False Representation Order. The lottery cases have resulted 55 
False Representation Orders. 

To further combat illegal lotteries and prevent the victimization of American citizens, 

U.S. Customs Service officials work with the Inspection Service to stop such offerings 
from entering the country. U.S. Customs agents now contact postal inspectors when 
they find such mail during border searches. The mail is detained and samples are 
fonrvarded to the Postal Sen/ice Law Department to determine their legality. If mail is 
considered illegal, the mailer is notified that the material is subject to destruction and 
may appeal the notice. If the mailer fails to appeal or loses the appeal, the detained 
mail is destroyed. Over 1 .8 million pieces of illegal foreign lottery mail were destroyed 
during Fiscal Year 1997. An additional 1.9 million pieces were destroyed during the first 
half of this fiscal year. 

At this time we have 42 open sweepstakes investigations and 78 open lottery 
investigations. 

The following cases illustrate recent prize award schemes and the actions we have 
taken to prevent consumer losses. 

Creative Advertising Inc., Prize Transfer Payment Division, of Tempe, Arizona used a 
“Notice Letter” to solicit money through the mail. The letter, of which there were several 
versions, advised recipients that the company was holding a check or cash to be 
delivered to the addressee. Consumers were enticed to remit either a $10.00 or $19.00 
“processing fee" for an “additional $2,000 redeemable documentation package.” In 
fact, people who sent in the fee actually received a booklet of almost worthless coupons 
as fulfillment. 

On May 15, 1998, the subject of this investigation signed a consent agreement to 
permanently discontinue mailing the solicitation and also agreeing to pay refunds to ali 
persons who complained. The Postal Service also issued a cease and desist order to 
bar the operators from future conduct of this nature and a False Representation Order 
to halt the delivery of any additional mail related to the promotion. 

In another case, postal inspectors were notified in July 1997 by the Rhode Island 
Attorney General’s Office of complaints regarding a promotion using the name Falco, 
Collingsford & Woodmyre (FCW) in Wanwick, Rhode Island. This was a prize award 
mailing where consumers were led to believe that they would receive a large prize, e.g. 
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$10,000 for the payment of a fee. In fact what the consumer received was a $1 .00 
check and a coupon/voucher book which required the expenditure of a substantial 
amount of money to achieve the savings claimed. 

The investigation determined that the promoters were the subjects of a prior action 
brought by the Postal Service in 1 993. That matter was settled by means of a consent 
agreement which provided for the issuance of a cease and desist order. The Postal 
Service Law Department, supported by a declaration from the investigating Inspector, 
requested the Judicial Officer of the Postal Service to issue an order stopping all mail 
addressed to FCW, which he did. 

This action resulted in the Postal Service denying the promoters thousands of 
remittances resulting in a substantial saving to the American public. This matter was 
ultimately settled with the Postal Service returning ail the mail to the senders and the 
company agreeing to pay a $5,000 penalty to the Postal Service. 

A significant investigation invojwed James Blair Down, a Canadian citizen, who 
operated numerous companies that solicited money from consumers through direct mail 
and telemarketing ventures. 

In August, 1997 Down was indicted in Seattle, WA based on his involvement in a 
telemarketing scheme involving foreign lotteries which had swindled hundreds of 
American consumers out of millions of dollars. Additionally, accounts associated with 
Down’s operations containing approximately $12.4 million were frozen pending 
forfeiture proceedings. Two weeks ago he pled guilty in Seattle and is awaiting 
sentencing. During the investigation a questionnaire was sent to 880 victims. From 
those who responded with complete information we learned the following: 

• Average age - 74 years 

• 192 reported losses of over $1 0,000 each (average of about $50,000 
with a total loss of $9.6 million) 

While this case was pending. Down was also engaged in another series of schemes 
involving the mailing of millions of solicitations disguised as notices informing recipients 
they had won valuable prizes. In fact, the consumer was duped into remitting fees for 
various ancillary services and in most cases, no prizes were awarded. 

The new investigation was based on a series of mailings that we believe targeted the 
elderly. There were approximately 125 different mailings, or variations of mailings, 
which used about 70 different addresses throughout the United States. 

Information we received indicated Down used multiple mailing pieces to confuse the 
intended victim and the different addresses to insure that an action against one 
promotion or one address wouidn't shut him down. 
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Down created four separate companies: BAJ Marketing, Inc., Facton Services, Ltd., 
BLC Services, Inc. and Triple Eight International. 

BAJ and Facton mailed out puzzle contest solicitations where consumers believed that 
by solving a simple word contest and sending in a small "judging" fee they would 
receive a large prize, usually $5,000. In fact all they received were more and more 
mailings soliciting more and more fees to upgrade their prize or get a word list to solve 
future puzzles. Finally, those that stayed in the system received an incredibly difficult 
word puzzle which assigned values for letters in a crossword type puzzle arrangement. 

BLC sent out postcard and multi-page prize award mailings. The elderly were also the 
target for these mailings and they were led to believe they would receive the prizes 
listed in the mailing if they paid the specified fee. Those who responded received six 
computer-generated numbers, which they were told to play in their state lottery. 

Triple Eight was another prize award mailing. Like BLC many elderly consumers were 
misled into believing that if they paid the fee, they would receive the prizes listed in the 
solicitation. In fact, they were furnished a booklet which told them how to enter various 
promotional contests being run by various other companies. 

Additionally, the names generated from these mailings were constantly solicited again 
and again. 

A Civil Complaint was filed in New Jersey on February 27, 1998. It alleged Blair Down 
and his companies were engaged in a mail fraud that targeted vulnerable consumers, 
especially the elderly, with sweepstakes, prize mailings and puzzle contests. The judge 
issued an injunction that provided for the detention of all mail sent in response to the 
challenged mailings, anywhere in the United States. It also provided for the freezing of 
all of defendants' bank accounts and the expedited production of documents relating to 
defendants' schemes. 

A settlement was reached in August 1998 whereby Down agreed to the use of 
$400,000 of the funds frozen in the Seattle case to establish a Restitution Fund for 
victims in the New Jersey case. Additionally, Down has also agreed to forfeit $1 1.7 
million of the funds from the Seattle case, which will be used to make restitution to the 
victims of that case. 

In the course of our work we have found that almost everyone receives sweepstakes 
solicitations. As an example, according to The Washington Post Magazine dated 
August 16, 1998, the House Budget Committee received an “Official Sweepstakes 
Notification” which advised in part, “You thought it could never happen to youi And even 
now, you probably STILL find it hard to believe that House Budget Committee of 
Washington, DC could actually be our $888,337.00 cash prizewinner. But it's 
absolutely true: House Budget Committee is now positively guaranteed to be awarded 
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$888,337.00 - one of the biggest single cash payments ever made to ANYONE in a 
sweepstakes....” 


GOVERNMENT LOOK-ALIKE MAILINGS 


During the late 1980s, so-called government look-alike mailings reached near epidemic 
proportions. The mailings commonly used a name that would include the word 
“federal”, a return address in Washington, DC, and an eagle or other official looking 
symbol on the envelope. The 101“ Congress responded by enacting the Deceptive 
Mailings Prevention Act of 1990, codified as 39 U.S.C. § 3001(h). Under this statute, 
solicitations using any symbol or name that could reasonably be construed as implying 
a connection with the federal government were declared nonmailable unless the mailing 
or its envelope bears a disclaimer of government affiliation. In 1991, Congress enacted 
Public Law 102-91, which supplemented the Deceptive Mailings Prevention Act by 
declaring that a violation of its mailability provisions constituted prima facie evidence of 
a violation of the False Representations and Lottery Statute. 

These laws resulted in a substantial reduction in government look-alike mailings. 
However, we continue to receive complaints from the public - 427 during the first ten 
months of this fiscal year - and to refer any that appear to be a possible violation of the 
statute to the Law Department for review and possible initiation of administrative 
proceedings under the False Representations Statute In most cases, the Law 
Department obtains voluntary agreement of the mailer to discontinue practices, which 
appear to violate the statute. However, many of the mailings that individuals complain 
about do not violate the statute. 

I would like to describe one recent case in which the promoter attempted to create a 
impression of a connection with the U.S. Government in order to mislead the public. In 
1997, the Inspection Service investigated a series of postcard mailings which solicited 
$9.97 for immediate delivery of “up to $775.00 cash” being held by the U.S. 
Government. The subject of this investigation, Borden Biddle Barrows, and his 
company. The Kaplan Group, using the sanrre basic postcard with the promotion name 
of Cash Claim Service, was soliciting money to multiple addresses, all promising to 
deliver various amounts of money being held by the U.S. Government. 

A complaint under 39 U.S.C. § 3005 was filed on September 3, 1997 identifying four of 
the postcards. This action was subsequently amended to include a fifth card on 
October 3, 1997. 

On November 3, 1997, Barrows signed a settlement agreement in which he agreed to 
discontinue these schemes. He also agreed to the return of certain mail sent in 
response to the postcards; the issuance of a cease and desist order and to provide 
consumer refunds. 
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Earlier this year, Postal Inspectors became aware of another series of postcard 
mailings soliciting money for a “Home Entertainment System.” These mailings have 
been traced to Barrows and action has been initiated to stop mail at three different 
addresses in New York and Massachusetts. Many consumers, who responded to 
these “notice cards,” have complained they have received nothing in response to their 
payment. 


PREVENTION THROUGH CONSUMER AWARENESS 

While we are pleased with our success in our law enforcement efforts, I am convinced 
that reducing fraud losses resulting from improper uses of the mails requires more than 
historic law enforcement responses. Too often, the results of law enforcement - arrests 
and civil orders - occur after the victims' have lost money which can not be recovered. 
Increased arrests do not demonstrate success, but rather they reveal a continuing 
problem requiring a more lasting solution. In recent years we have had significant 
success working in close partnership with the credit card industry and with the coupon 
fulfillment industry to reduce fraud losses they have experienced. We have also 
experienced similar success most recently by partnering with the mail order industry. 
For many years, we have worked with the Better Business Bureaus, State consumer 
protection groups and others to share our knowledge of prevailing mail order scams 
and to arm the public with the information that can help them avoid becoming victims. 

Other prevention strategies include public awareness projects like public service 
announcements, brochures and posters warning consumers about the signs of fraud. 
Fraud is one crime that can be dealt with most effectively through education because 
every potential fraud victim must first make a choice. We use different means to deliver 
our message to the public. For example, in cooperation with the Direct Marketing 
Association, we provide a free brochure to educate consumers concerning dishonest 
sweepstakes promotions. 

In one public awareness campaign we mailed approximately 200,000 postcards 
designed to look like a typical “guaranteed” prize promotion. The mailing resulted in 
over 55,000 responses to the 800 number advertised on the cards. The callers 
received a prerecorded message from an Inspector warning about such mailings and 
encouraging them not to succumb to similar advertisements in the future. In addition. 
Inspectors also mailed over 2,000 letters explaining the campaign to those »rho called 
or wrote for more information. 

We also produced a video news release to aid the families of elderly persons In 
preventing their loved ones from being victimized by common mail scams. 

In conjunction with the AARP, and the U.S. Attorney for the District of New Jersey, the 
Inspection Service hosted a mail and telemarketing fraud symposium in Newark, New 
Jersey. “Senior Fraud Awareness Day,” as it was called, included personal testimonies 
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from victims, as well as law enforcement efforts to eliminate the problem. The event 
was attended by hundreds of senior citizens, and through subsequent media coverage, 
was viewed by hundreds of thousands in the New York metropolitan area. Through this 
effort, we were able to teach seniors and their loved ones how to identify pitches for 
fraudulent schemes received through the mail. Moreover, the Inspection Sen/ice has 
participated in similar public awareness events with AARP, the FBI, State Attorneys 
General and other government and private o^anizations in California, Florida, Arizona 
and ttie District of Columbia. 

We also participated in “Project Mail Box” with the Federal Trade Commission, the 
National Association of Attorneys General, 25 state Attorneys General, local law 
enforcement agencies and AARP. This effort resulted in 190 law enforcement actions 
against fraudulent direct mail schemes. 

Using a traditional but effective approach, Postal Inspectors routinely give presentations 
on consumer fraud prevention to civic groups in their communities. 

I am pleased to announce today that we have joined with the National Council of Better 
Business Bureaus to make possible a vision we share. We are meeting with other 
consumer and government agencies to solicit them to help us in launching perhaps the 
most ambitious fraud prevention initiative ever. By early spring we plan to mail to every 
home in America- over 120 million - a card containing valuable fraud prevention tips 
and providing an 800-phone number to call for additional information. The card is being 
designed for display by the telephone as a reference. 


HONESTY IN SWEEPSTAKES ACT OF 1998 

Senator Campbell introduced S. 2141 to deal with what often is a “gray area” in regard 
to the law dealing with lotteries and sweepstakes - a mailing that contains statements 
that may mislead many people even though detailed information provided in the 
promotion, if read and understood, would prevent the reader from being misled. This 
relates to the common practice of creating the impression that the recipient of the 
mailing is a “guaranteed winner” of or has already won a major prize when subsequent 
information states that the odds against winning are substantial or that the recipient is 
merely a “finalist.” 

We support the concept underlying this legislation. However, we suggest that it could 
be improved by making violations of the statute the bill would create a violation of 39 
U.S.C. § 3005. As the bill stands a violation would simply make the mailing “non- 
mailable.” Because administrative proceedings are required to make a “non-mailability” 
determination under the statute, the result of these proceedings often amounts to little 
more than a determination that matter that was mailed months previously is, in fact, 
“non-mailable." Linking the violation to Section 3005 would expand the remedies to 
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include mail stop orders, cease and desist orders, civil penalties, and court injunctions 
to prevent mailings pending the completion of administrative proceedings. 


LEGISLATIVE RECOMMENDATIONS 

We have worked with members of each Congress beginning with the 101“ Congress to 
develop proposals that, if enacted, will strengthen federal statutes relating to fraudulent 
and deceptive mailings and allow us to more effectively protect the public from these 
types of solicitations. The Deceptive Mailings Prevention Act resulted from these 
efforts. I would like briefly to suggest several possible additional Improvements in 
Chapter 30 of Title 39. which would further enhance our ability to protect the public from 
fraudulent and deceptive mailings. 

Because promoters often use multiple fictitious names and addresses for their 
solicitations, victims of false representation schemes are sometimes victimized again 
and again by the same promoter. We recommend for your consideration an 
amendment to the False Representations and Lottery Statute. The modification would 
require the clear and conspicuous disclosure of the solicitor’s name and principal place 
of business on any solicitation for funds or for the sale of goods or services, which is 
mailed or seeks responses by mail. This disclosure would help alert potential victims to 
names and addresses that were previously used to victimize them. It would also assist 
the Inspection Service and other investigative agencies and help develc^ a history of 
violations that can support the “intent to defraud " showing that is required for criminal 
mail fraud convictions. 

A promoter charged with a violation of the False Representations Statute can prolong 
the proceedings through dilatory litigation tactics and judicial review, thereby forestalling 
the issuance of an order that prevents further consumer injury. To neutralize these 
tactics, it is helpful to be allowed to detain mail for temporary periods. Title 39, United 
States Code, Section 3007 allows the U.S. district court where the defendant receives 
mail to issue appropriate orders to detain the mail. However, because some promoters 
receive mail in more than one judicial district, in order to detain all incoming mail in 
response to a false representation scheme, the Postal Service and the Department of 
Justice must apply to the district court in each district where the defendant receives 
mail. Ongoing schemes and continuing losses could be stopped by amending Section 
3007 to allow the court in any district where the promoter receives mail to order the 
Postal Senrice to detain mail received at any address in response to the scheme. 

Our experience teaches that after a Postal Service cease and desist order as issued in 
a false representations case, the promoter often continues the same scam using 
telephone promotions and private carriers instead of the mails. This might be 
addressed by amending 39 U.S.C. § 3012, the civil penalties statute, to prohibit the use 
of any electronic communication, telephone, or other communication medium, in 
addition to the mails, to evade the effect of a false representation order. This statute 
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also could be improved by expanding the district courts’ venue from the district where 
the defendant receives mail, as the statute currently provides, to any district where the 
defendant conducts business or from which it sends mail. 

We also recommend for your consideration the enactment of a new civil penalty statute 
that would authorize the Postal Service to assess civil penalties against persons who 
mail matter declared nonmailable by 39 U.S.C, § 3001 . Prior to the assessment of any 
penalty, the Postal Service would have to provide notice and an opportunity for a 
hearing. The penalty determination would be based on specific factors provided in the 
statute, and the mailer could appeal the decision to the U.S. district court. The Postal 
Service would have to obtain an order of a U.S. district court to enforce the 
assessment. Fraudulent matter and lottery matter would be covered by the proposed 
amendment, as would mailings of dangerous matter, which could injure persons or 
vehicles and aircraft carrying the mail. 

Our investigative ability would be enhanced by having the authority to issue 
administrative subpoenas in investigations conducted under the False Representations 
and Lottery Statute, which is within Chapter 30. Based on existing administrative 
subpoena authority of other federal agencies, only records, documents, and other non- 
testimonial material relevant to the investigation could be compelled by the 
administrative subpoena. In cases in which the promoter fails to comply with the 
subpoena, the Postal Service may seek enforcement of the subpoena by the Attorney 
General. 

We would be pleased to work with your staff on these legislative proposals. 

Over the many years we have enforced the postal fraud, lottery and false 
representation statutes we have observed that the tactics of con artists are similar, and 
if profitable, will be repeated. I want to assure you that the Postal Inspection Service 
will continue to combine aggressive investigations and widespread public awareness 
campaigns to rid the mails of fraudulent schemes. The American public’s confidence in 
the mail is not only important to the Postal Service, but also to the many thousands of 
businesses that rely on the mail as an important marketing tool. 

I would like to commend you for holding this hearing and generating publicity, that will 
result in increased public awareness of the scams and consequent reduction of 
consumer vulnerability. 
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REMARKS 

ATTORNEY GENERAL BOB BUTTERWORTH 
U.S. SENATE SUBCOMMITTEE ON INTERNATIONAL 
SECURITY, PROLIFERATION AND FEDERAL SERVICES 
SEPTEMBER 1, 1998, WASHINGTON, D.C. 

Good afternoon Mr. Chairman and members of the committee. 

Thank you for this opportunity to appear before you today. 

I want to commend you for addressing a serious problem facing millions of 
consumers throughout the United States. 

By bringing the power and prestige of this institution to bear on that 
problem, I believe a comprehensive solution can be found... 

...one which allows legitimate businesses to compete fairly in the 
marketplace while at the same time protecting American consumers. 

- 0 - 

Florida welcomes millions of visitors each year, and we are delighted to 
have them. 

They are absolutely essential to the continued prosperity of our state. 

However, there is one type of visitor we would rather nat have. 

Namely, those who are lured to Florida not by its climate and tourist 
attractions, but by empty promises of instant wealth. 

These are the unfortunate souls who fall victim to the kind of cynical 
deception that has become all too common in the world of sweepstakes 
marketing. 


- 0 - 

By now, most Americans are probably familiar with the people I am talking 

about. 


Their sad stories have appeared on national TV news broadcasts and in 
newspapers throughout the country. 

Their destination is Tampa, where entries for one of this nation's largest 
sweepstakes operators - American Family Publishers - are processed. 
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They come to claim the millions of dollars they are certain they have won - 
or are about to win ~ because a celebrity spokesman assured them as much in a 
letter. 


In many instances, they come at a cost they cannot afford. 

Like the young, single mother of two, who borrowed $1,500 from her sister 
so she could fly to Florida and claim her ticket out of poverty and a rough 
neighborhood in Baltimore. 

Convinced she was one of only two people in the running for a $10 million 
prize, she appeared at the processing center with her two little daughters in tow. 

Instead of confirmation of her good fortune, she received ridicule from a 
young office manager, who in essence spat on her dreams and sent her away. 

- 0 - 

While the national spotlight has fallen on people such as this unfortunate 
young woman, they merely embody the most extreme symptom of an underlying 
problem that affects millions. 

Direct mail marketers have learned that tying the purchase of a product to 
a sweepstakes will enhance the chances of a sale. 

They have also learned that the more they can blur the distinction between 
entering a sweepstakes and purchasing a product, the more successful they will 
be. 


I may question the integrity of many sweepstakes marketers, but I do not 
question their intelligence. 

They are masters at devising complex and convoluted solicitations 
intended to confuse the average consumer and generate a sale. 

While American Family Publishers is by no means the only company to 
employ deceptive tactics, our experience with that firm illustrates what we are up 
against in combating sweepstakes swindlers. 

- 0 - 

Last February, Florida filed a civil complaint against American Family and 
its celebrity spokesmen, Ed McMahon and Dick Clark. 

We did so after months of discussions with the company failed to resolve 



61 


our concerns about deceptive marketing practices. 

It was during those discussions, which included Florida and numerous 
other states, that American Family launched a particularly deceptive solicitation. 

Because of that action and its harmful impact on consumers, we did not 
feel we could continue participating in the multi-state talks. 

Among tactics used in the solicitation were the false suggestions that 
recipients were one of only two winning ticket holders competing for an $11 
million prize. 

The company also placed a tight deadline on claiming the prize, then 
required those who did not buy magazines to follow a more cumbersome and 
time-consuming process to enter the contest than those who did buy magazines. 

The objective of such tactics is to convince the consumer that he or she 
must act quickly to claim the prize...and that the best way to do that is to 
purchase magazines. 

Our files are filled with consumer complaints which prove that these and 
other deceptive tactic works... 

...not only for American Family Publishers and the sale of magazines, but 
for other sweepstakes operators selling a wide variety of products. 


" - 0 - 

The most disturbing of these cases involve especially vulnerable 
individuals such as the elderly, the infirm and those of limited means. 

For instance, there is the 84-year-old woman from Alhambra, California, 
who has spent about $1,000 a year on magazines and other items just to enter 
sweepstakes. 

To settle her accounts, this woman's husband was forced to prematurely 
sell off retirement investments. 

There is the elderly gentleman from Clearwater, Florida, who suffers from 
dementia and spent $30,000 with Publishers Clearinghouse in only 18 months. 

His apartment is so full of magazines and other items he bought to enter 
sweepstakes that he can't even move about his own home. 


There is the 80-year-oid woman from Seattle, Washington, who usually 
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avoided sweepstake offers but finally ordered magazines on the word of Ed 
McMahon and Dick Clark that she was a winner. 

She then postponed her scheduled surgery so she could be home when 
the pair arrived with her $10 million check. 

And there is the 78-year-old woman from Winter Springs, Florida, who lives 
on food stamps and Social Security but could not resist the sweepstakes offers 
that inundated her. 

She is now being hounded by collection agencies because the purchases - 
she made to enter those sweepstakes were made with worthless checks. 

- 0 - 

It would be simple to write off such cases with the axiom, "A fool and his 
money are soon parted." 

But these are not fools. 

These are people who could be our neighbors, our parents, our 
grandparents... 

...good people who fell victim to companies that have sacrificed decency 
and ethics on the altar of the bottom line. 

What is more, no one is beyond the reach of such companies. 

A couple months after we filed our complaint against American Family 
Publishers, a letter from the company signed by Ed McMahon and Dick Clark was 
delivered to my Tallahassee office. 

I figured they wanted to settle our case, but when I opened the letter, I got a 
big surprise. 

"Attorney General," the letter said, "you will definitely win the cash or 
merchandise prize that appears on your prize claim number label." 

I later learned that I was in good company. 

A similar letter was sent to a church in Bushnell, Florida, informing God 
that He was a finalist for a multi-million dollar prize from American Family 
Publishers. 


- 0 - 
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While tiie merchandise being sold may differ, the deceptive methods used 
by shady sweepstakes operators to sell them are often quite similar. 

One hallmark of the deceptive solicitation Is a degree of complexity for 
submitting a free entry that would turn an IRS tax code writer green with envy. 

All but lost in that deliberate complexity is the message that no purchase is 
necessary to enter the sweepstakes. 

Not only is that message obscured or given litffe or no prominence, it is 
often contradicted by the content of the solicitation piece. 

In addition, terms such as "special handling" and "rush orders" are often 
used to create the illusion of urgency, even though all orders are handled in the 
same fashion. 

Deceptive styles are also common, such as envelopes that mimic a 
government agency, a law firm or some other authority to falsely boost consumer 
confidence in the offer. 

False deadlines designed to elicit immediate responses are often used, 
even though a sweepstakes might not close for a year or more after the 
solicitation. 

And consumers who purchase items to enter a contest may be contacted 
again and told they have reached the next level of a sweepstakes. 

This creates the false impression that their chances of winning are now 
better and encourages them to buy more merchandize. 

In the case of magazine sweepstakes, the problem of multiple-billing Is 
especially serious. 

Our investigation of American Family revealed that people who purchased 
magazines through a sweepstakes often received two separate invoices just days 
apart. 


Such tactics are intended to mislead consumers - especially the most 
vulnerable among our elderly - into paying twice for the same purchase. 

Rather than notify such consumers they have overpaid and are due a 
refund, the operator uses the money to extend the term of the original 
subscription. ..without the consumer's knowledge. 
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Multiple billing can be so bad that some children of sweepstakes entrants 
have discovered that their elderly parents are paid up for subscriptions well into 
the next century. 


- 0 - 

Any effective reform of the sweepstakes marketing industry must strike 
directly at these and other deceptive practices. 

There are a number of reforms I and others concerned about this problem 
would like to see. 

First, there should be a clear separation between the process for entering a 
sweepstakes and the process for buying a product 

In that same vein, any inferences that purchasing a product will enhance a 
consumers chances of winning should be eliminated. 

Claims that a consumer is already a winner also should not be allowed 
unless that consumer is in fact an unconditional winner. 

The same holds in those instances when a sweepstake operator declares 
every solicited consumer a guaranteed winner then sends those who respond a 
worthless trinket 

In addition, phony claims that the consumer has become part of an elite 
group still vying for the grand prize, when in fact they are not should be 
prohibited. 

The number of solicitations sent to a single consumer for any particular 
sweepstakes should be limited to prevent exploitation of especially vulnerable 
individuals. 

Along those same lines, there need to be restrictions on the sale of lists 
containing the names of sweepstakes players. 

Such so-called "mooch lists" are pure gold to disreputable marketers who 
zero in on those most vulnerable to deceptive sweepstakes pitches. 

The odds of winning a sweepstakes — which in some instances can be as 
high as one in hundreds of millions — should be clearly and prominently 
disclosed. 

Envelopes and letters designed to look like official documents should not 
be allowed. 
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Safeguards to prevent multiple billing — and prevent overpayments from 
being used to extend subscriptions without a customer's permission - should be 
put in place. 

Sweepstakes promoters should include in their solicitations a toll-free 
telephone number for consumers to call for more information about a particular 
contest 

And finally, promoters should also provide a toll-free number consumers 
can call to have their names taken off the company's mailing list. .and those 
requests should be honored. 


- 0 - 

This past spring, the Florida Legislature considered measures to deal with 
the problem of deceptive sweepstakes marketing. 

Unfortunately, lawmakers could not agree on the proper remedies. 

While we still hope to address this issue on the state level, the task of 
reforming the sweepstakes marketing industry 
cries out for a comprehensive, nationwide approach. 

You have acknowledged the wisdom of that approach by virtue of your 
hearing here today. 

The National Association of Attorneys General has acknowledged it also 
with creation of a committee to look specifically into the sweepstakes problem. 

That panel is chaired by Indiana Attorney General Jeff Modisett. 

General Modisett, myself and other attorneys general around the country 
stand ready to work with you to solve the problem of deceptive and fraudulent 
sweepstakes. 

Together, we can make a positive difference in the lives of consumers 
through this country. 

Thank you again for the opportunity to appear before you today. 

At this time, I would be happy to answer any questions. 
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DESIGNATED CASH SWEEPSTAKES • OFFICIAL RULES • Purchase Not Required 
1. Previously, two Instant Match Entries (one winner of $500.00 and one winner of $1,500.00) were secretly pre-selected 
and already awarded to winners by an independent judging organization whose decisions are final. This sweepstakes 
expires February 15, 1991 For a list of winners, send a setf-addressed, stamped #10 envelope to: DESIGNATED CASH 
SWEEPSTAKES, P.O. Box 480, Sayreville, NJ 08871-0480. 

ALL STAR PRIZE SWEEPSTAKES • OFFICIAL RULES • Purchase Not Required 
To enter, return your Official Entry (in this presentation the Instant Match Entry Ticket with three matching numb^) and 
Entw/Order Form induding your order for merchandise in tfie pre-addressed return envelope provided or as a subsfflute for 
purchase, return your Official Entry, your Entry/Order Form and a 3* X 5* index card witfi the words “ALL STAR PRIZE 
SWEEPSTAKES' hand printed in plain block letters in the pre-addressed return envelope provided. One winner of 
$1,500.00, one winner of $500.00, and three winners of $100.00 will be selected in a random drawing by an ^dependent 
judging organization wh^e decisions are final. A total of ^e cash prizes will be awarded. Entries must be recent by the 
expiration date of April 15, 1999. For a complete winners' list send a self-addressed, stamped #10 envelope to: ALL STAR 
PRIZE SWEEPSTAKES, P.O. Box 833, Sayreville, NJ, 08871-0833. 

SUPER AWARD DISTRIBUTION SWEEPSTAKES • OFFICIAL RULES • Purchase Not Required 
If you reveal three matching numbers, to enter, return your Official Entry (in this presentation the Instant Match Entry Ticket 
with three matching numbers) and Entry/Order Form including ^jur order for merdtandise in the pre-addres^ return 
envelope provided or as a ^stitute for {^chase, return your Offi^ Ent^, your Entry/Order Form and a 3' X 5” index card 
with the words “SUPER AWARD DISTRIBUTION SWEEPSTAKES' hand printed in plain block letters in the pre-addressed 
r^m envelope provided. Clidal Entries have been issued nationwide and 7 will be secretly pre-selected as winners 
by an independent judging organization, whose decisions are final. There will be one cash prize of $1,500.00, two cash 
prizes of $^.00 and four cash prizes of $1 00.00. In the event that not all vwniiers respond, a random drawing from among 
ail eligible entrants will be held ^ an independent judging org^ization, whose decisions are final, to award any unclaimed 
prizes. Entries must be received tw the expiration date of Septenber 1, 1998. For a complete list of prize winners, send a 
self-addres^, stamped #10 envelope to: SUPER AWARD OiSTf^BUTION SWEEPSTAKES, P.O. Box 481, Sayrevilte, NJ 
08871-0481. 

LUXURY CAR/CASH SWEEPSTAKES • OFFICIAL RULES • Purchase Not Required 
1. To enter, return your Official Entry (in Uiis presentation the Instam Match Entry Ticket with three matching numbers) and 
Entry/Order Form including your order for merchandise in the pre-addressed return envelope provided or as a substitute for 
purchase, return your Officii Entry, your Entry/Order Form and a 3* X 5* index card with the words “LUXURY CAR/CASH 
SWEEPSTAKES' hand printed in plain block letters in the pre-addressed return envelope provided. Official entries have 
been distributed nationwide and one of them will be secretly pre-selected as a winner by an independent judging 
o^anization whose decisions are final. Winner will have a choice ^ the Chevrolet Cavalier, Ford Taurus or Pontiac Sunfire 
^us cash equal to $36,500.00 in total. In the event that the wirvier does not respond a random drawing from among all 
eligible entrants, will be held by an independent judging organization whose decisions are final, to award any unclaimed 
prizes. Entries must be received by the expiration date of August 31 , 1 998. For a complete list of prize winners send a self- 
addressed. stamped #10 envelope to: LUXURY CAR/CASH SWEEPSTAKES. P.O. Box 880, Sayreville. NJ, 08871-0880. 

LUXURY AUTOMOBILE GIVEAWAY SWEEPSTAKES HI * OFFICIAL RULES • Purchase Not Required 
1 . To enter, return your Official Entry (in this presentation the instant Match Entry Ticket with three matching numbers) and 
Entry/Order Form including your order for merchandise in the pre-addressed return envek^ provided or as a substilute for 
purchase, return your Official Entry, your Entry/Order Form and a 3* X 5* index card with the words “LUXURY 
AUTOMOBILE GIVEAWAY SWEEPSTAKES HI* hand pnnted in plain block letteis in the pre-addressed return envelope 
provided. One winner will be selected in a random drawing from among all eligible entries received by an independent 
judging organization whose decisions are final. Winner will have a choice of the Chevrolet Cavalier or Ford Taunjs or 
Pontiac Sunfire phis ca^ equal to $^,500.00 in total. Entries must be received by the expiration date of December 31, 
1998. For a corrtplete winner's list serid a self-addres^. stamped #10 envelope to: LUXURY AUTOMOBILE GIVEAWAY 
SWEEPSTAKES 111, P.O. Box 849, SayreviHe, NJ, 08871-0849. 

General Cwxjitions 

1. We are not responsible for printing and other errors. If through a printing or production error more winners are printed 
and distributed than have been registered with the independ^t judging organization, the correct number of prizes to 
registered winners as selected and registered by the independent judging organization will be issued. In different 
presentations of these sweepstakes, difierent graphics, styles and prizes of compar^e value may be used on these 
programs under the same prize structures. All winners will be notified within 60 days alter expiration date and may be 
required to sign and return an ehgib^ affidavit. Failure to return the affidavit win result in selection of a new winner. If a 
variety of prizes of cort^rable value are offered in these sweepstakes, winners win have their choice ol prizes from either 
this presentation or other presentations of these sweepst^es. The odds of winning are dependent on the number of 
eiig^ entries received. Responding constitutes permission to use name and likeness, if a winner, for adverfisirM and 
promrHional purposes without additional compensation except where prohfeited. Sweepstakes sponso^ by United Slates 
Purchasing Exchange. This offer open to residents of the United States except employees and their families of United 
States Pur^asing Exchange and Ks affiliated companies, its advertising, production, sweepstakes associates and 
indmduals undw 18 years of age. 

Z How we seled and notify winners: 

We want you to get invoh^ with our programs, get excited and let yourself dream ^ut the possibility of winning but 
understand that only the ind^iendent judges know if you are a winner. AH sele ctions of winnefs are done secr^ an 
independent judging organization to insure that selecti^ are random and fair. At tNs point there’s no way to tefl if you are 
a winner • even we doni know. In order to find out if you are a winner, you must respond It is only ^er the sweepstake 
expiration dale, stated in toe official rules, toat toosa wm have been sele^ as winners are notified that they have won. 
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WRITTEN TESTIMONY OF STANLEY F. PRUSS, 

ASSISTANT ATTORNEY GENERAL IN CHARGE, 

CONSUMER PROTECTION DIVISION, 

MICHIGAN DEPARTMENT OF ATTORNEY GENERAL, 

BEFORE THE UNITED STATES SENATE 
SUBCOMMITTEE ON INTERNATIONAL SECURITY, PROLIFERATION, 
AND FEDERAL SERVICES 

Mr. Chairman and Members of the Committee: 

My name is Stanley Pruss and I am the Chief of the Consumer Protection 
Division of the Michigan Department of Attorney General. I am presenting 
this testimony on behalf of Michigan Attorney General Frank Kelley, who 
regrets that his schedule does not allow him to appear before you today. 

This hearing provides a much-needed opportunity for greatly enhanced 
public scrutiny of marketing practices that are becoming increasingly 
unfair, deceptive, and unconscionable. It is our sincere hope and 
expectation that this hearing will not only heighten public awareness of 
these practices, but lead to meaningful state and federal legislative 
action directed at combating these shameful, predatory practices. 

Primary among these marketing practices are the so-called sweepstakes 
promotions that are being increasingly used by both unscrupulous and 
legitimate members of the business community. We are all aware of these 
promotions, as we are all, to varying degrees, victims. These mailings 
are almost always unsolicited and unwanted; they are annoying and 
frustrating. Yet they have been specifically designed by marketing 
experts to be tantalizing and alluring. The envelopes are designed to 
compel the recipient to open and examine the contents. This is the hook. 
The most direct and effective allurement is personalized deception such 
as: 


"Carl Levin, you have won $10 million" in bold 
1 6-point print. 

Many people, fortunately, recognize this calculated deception to sell 
goods or services and, most notoriously, magazines. Many of us simply 
don't have the time to unfold the numerous papers inside, to choose 
between the Jaguar or Mercedes Benz from the colored, adhesive-backed. 
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perforated stamps to affix to the retimi card. Yet many of our citizens 
do have the time, and these are, disproportionally, our senior and 
disabled citizens. The deceptive language of the promotions are so 
cleverly qualified that it's reasonable for some to think that they have 
won a prize that will bring sudden wealth. TTie sweepstakes promotions 
are, of course, designed to suggest that the recipient's eligibility for 
the prize is directly related to the extoit of the purchase of the goods 
and services. Buy more and you will likely win more. Respond quickly and 
you will win more. And never affix the "no” sticker to the return 
envelope. 

The effectiveness of sweepstakes promotion as a marketing technique 
in direct proportion to the magnitude of the deception and the cleverness 
with which it is purveyed. The marketing experts behind these 
unconscionable schemes know that there is a segment of our population 
that will, most literally, buy into the deception. And for that segment 
of our population sweep promotions can be devastating. The most 
vulnerable of our citizens will write check after check in response to 
these mailings in the elusive quest to win the grand prize. 

Worse, those who fall victim to the marketing predators 
once are deliberately and knowingly set up to become victims again and 
again, when their names and addresses are sold to others who simply steal 
their money. I have with me today letters and testimonials from 
relatives of persons, typically senior citizens, who have come to 
discover that their loved ones have been exploited and who have lost tens 
of thousands of dollars in response to prize promotions. Some of our 
complainants inform us that their relatives have garages and basements 
full of magazines and other items from prize promoters and telemarketers. 


The complaints include: An elderly woman from Livonia, Michigan who 
sent more than $20,000 to prize promoters; A grandmother from Spruce, 
Michigan who spent more than $20,000 on sweepstakes in 1996 alone; And a 
woman in Michigan who has spent more than $200,000 on sweepstakes 
promotions and whose home and garage are filled with sweepstake 
promotional materials. These complaints beg the question of how one 
could ever expend such sums without becoming the focused, chosen target 
of predatory sweepstake marketeers. The answer may lie in this verbatim 
complaint we recently received from eighty-nine year old resident of 
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Owosso, Michigan: 

In the past I have ordered various items from Publishers 
Clearing House, have paid for some and returned others; and 
have received several notices stating I am a winner. One time 
a person called and stated that I was one of the last five people 
to win and ask (sic) if I would be home on a certain date and to have my 
family present. The last notice took the cake, they now have my 
comments, my family and my neighbors (sic) comments to my winning. I 
will soon be ninety, and do not feel that I need this sort of harassment. 

It is a fraud and unfair to me 

and others that they be allowed to continue such false 
advertising. I, like any other person, would like to be a 
winner, but obviously, this will not happen. Please, 
help to stop this fiaud, or help make me a true winner. 

You, members of this Committee, can help make every senior citizen a 
winner by putting a stop to these deceptive sweepstakes promotions. 

In Michigan we have a horticultural company, Michigan Bulb, 
that has used sweepstakes promotions that we believed were unfair and 
deceptive and thus violated the Michigan Consumer Protection Act. We 
threatened legal action against Michigan Bulb and it agreed to modify its 
sweepstakes mailings to address our concerns. The problem, however, is 
that the sweepstakes promoters find ever more ingenious ways to deceive 
and mislead the public. The compliance and enforcement efforts of states 
have not been able to stem the tide of deceptive solicitations nor 
anticipate the new marketing techniques that are increasingly being 
employed by an ever widening array of businesses. 

Of course there are legitimate prize promotions that are 
effectively used by the best of our business community. But those 
business that depend on sweepstakes campaigns have not been able to 
conform their promotions to meet reasonable ethical or legal standards. 

The Direct Marketing Association, a trade group that includes in its 
membership companies who use sweepstakes campaigns as their primary 
marketing practice, represent that these promotions are not inherently 
deceptive and even state that those who spend large sums of money on such 
promotions are "unstable." The Direct Marketing Association's position 



80 


is astonishingly callous and outrageous. To suggest that these carefully 
designed and specially crafted sales promotions are not inherently 
deceptive is as outrageous and bizarre as having the CEOs of the tobacco 
companies come before this Congress and state that they're unaware of any 
evidence that tobacco is addictive or that it causes cancer. To state 
that those who respond to these deceptive solicitations are "unstable," 
is shameful, offensive, and wrong. 

There are measures that can be taken that are simple and may be 
effective. Some of these measures are already under consideration by 
this Congress. Let me suggest a few: 

1 . Every mailing that contains a sweepstakes or prize promotion should 
have clear and distinct disclosures on the firint of the envelope that 

inform the recipient that "TraS IS A SWEEPSTAKES PROMOTION - YOU 
HAVE NOT 

AUTOMATICALLY WON and YOU NEED NOT PURCHASE ANYTHING TO 

WIN OR TO ENHANCE 

YOUR CHANCES OF WINNING. 

2. There should be clear and distinct disclosures specifying the odds of 
winning every prize. The Official Rules need to be clearly stated on the 
first page of the promotion materials in print that is large and legible. 

3. The enforcement authority should be able to seek civil penalties for 
every solicitation that fails to comply with these requirements. 

4. Additional, enhanced civil penalties should be imposed in cases where 
the evidence indicates that senior or disabled citizens were targeted 
with the solicitation. 

5. The selling, exchanging, transferring or trading of confidential 
personal information should be prohibited subject to certain categorical 
exceptions, "confidential information" should include an individual's 
name, address, social security number, telephone number, account number 
at a financial institution, or investment record. 

In Michigan Attorney General Kelley and his staff have worked 
hard to educate citizens concerning sweepstakes promotions. We have 
implemented programs to educate and alert senior and disabled citizens to 
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these predatory practices. Grass roots citizen organizations are 
focusing principally on sweepstakes promotions. The Michigan Association 
for Family and Community Education, for instance, have started their own 
campaign to gather and analyze sweepstakes promotions to assist 
government in taking action. The American Association of Retired Persons 
is continually fighting this battle. 

Lastly, this Committee must not underestimate the creative faculties of 
the predatory marketeers who design and craft these promotions. They 
will do their utmost to disguise or shadow any disclosure requirements 
that the law may impose. We will all have to maintain or vigilance and 
respond accordingly. 

Thank you for inviting Attorney General Kelley to appear before this 
Committee. Our Department appreciates the opportunity to speak out on 
these issues and to provide written testimony for the permanent record. 
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THE 

DMA 


Direct Mariceling Association 


Testimony 

of 

Richard A. Barton 

Senior Vice President for Congressional Relations 
The Direct Marketing Association 
before the 

Senate Subcommittee on National Security, Proliferation, and Federal Services 
September 1, 1998 

Chairman Cochran and Members of the Subconunittee: 

The Direct Marketing Association appreciates this opportrmity to discuss problems 
arising from false and misleading sweepstakes, government “look-alike” envelopes, and 
facsimiles of checks from the perspective of mailers of legitimate mail advertising. 

Summary 

In this testimony, I will concentrate on sweepstakes marketing from the viewpoint of the 
hundreds of legitimate marketers and advertisers that use sweepstakes as an integral part 
of their communications with consumers. Direct marketers share with this subcommittee 
a mutual concern about the criminal and illegal scam operators that run bogus prize 
promotions attempting to deceive trusting consumers. We are also concerned, as are you, 
about consumers who may respond inappropriately to legitimate sweepstakes promotions. 

We believe that steps can be taken to strengthen actions against scam operators and to 
provide broader education about the operation of legitimate sweepstakes. However, we 
believe that legislative proposals now under consideration will do little to stop the 
criminal scam artists or assist confused consumers. While we commend the sponsors of 
this legislation, particularly Senator Campbell, for the real concern we share for consumer 
protection, the actual effect of the legislation as currently written could have an 
unintended and detrimental effect on the many legitimate marketers and advertisers 
feahiring sweepstakes in promotions and offerings that consumers welcome. We believe 
there is another way, which will be discussed further in this testimony. 

Direct Marketing 

The Direct Marketing Association is an international trade association consisting of more 
than 4,100 companies using all forms of direct marketing to promote products and causes 
and companies supplying services for direct marketers. Cat^ogers, book and record 
clubs, direct mail advertisers, magazines and other publications, nonprofit organizations. 
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telemarketers, printers, list brokers and compilere, mail preparation businesses, and many 
others are all part of the direct marketing family. 

The association has been a leader for more than three decades in the formulation of self 
regulatory programs and guidelines for ethical business practices for all segments of 
direct marketing, including sweepstakes programs.. 

Direct marketing is an important segment of the American economy. Studies conducted 
by the highly respected economic forecasting firm, the WEFA Group, show that direct 
marketing is responsible for more than $1.2 trillion in sales in 1997. Of that, direct mail 
sales revenues totaled $390 billion. 

Clearly, the American public likes and responds to direct marketing solicitations to buy 
all manner of products and services and to donate to innumerable charitable and political 
organizations. Legitimate sweepstakes are an impbitant part of this direct marketing mix. 
While sweepstakes are used to support the sale of many valuable and useful products, 
they are particularly important to the magazine industry. According to tire New York 
Times, and other sources, sweepstakes play a significant role in the magazine industry 
and are involved in least 1/3 of all new magazine subscriptions. Legislation that could 
lead to a substantial reduction in response to legitimate sweepstakes could be devastating 
to the magazine industry, as well as to many other direct marketers. 

Sweenstakes-A Time-Honored Sales Method 

Sweepstakes have been a mainstay of the American marketing scene for many years. As 
shown by the huge participation in thousands of sweepstakes promotions, they are a 
popular American pastime and contribute to literally billions of dollars in sales and 
charitable contributions. From the U.S. Postal Service perspective alone, sweepstakes 
are major customers. Two major sweepstakes alone account for more than 400 million 
pieces of mail a year. Sweepstakes taken as a whole probably account for more than a 
billion pieces of mail a year. 

Sweepstakes are used by established, well known businesses to promote and sell a vast 
array of valued products and offerings. Readers Digest, for example, founded in the 
1920’s, is one of the most venerable and highly respected names in the magazine 
{Hiblishing field. Publishers Clearing House was founded in 1953 and began to operate 
its famous sweepstakes program in the mid 1960’s. Just a few companies and charitable 
organizations using sweepstakes include the American Lung Association, National 
Diabetes Fund, the National Easter Seal Society, Catholic Digest, American Express, 
Public Broadcasting, North Shore Animal League, Consumer Reports, Coca Cola, Pepsi, 
McDonalds, and Chase Manhattan Bank. This list could go on for the balance of the 
aftranoon, if I were to go on! 

Sweepstakes promotions conceptually operate in much the same way as department store 
advettisii^ in enticing customers to come into the store. Just as no store can function 
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without customers inside its doors, no direct mail advertiser can function unless a 
prospective customer opens the envelope and looks inside. Sweepstakes are a powerful 
enticement for customers to open the envelope and come into our “store.” 

And come they do! Most Americans have been exposed at one time or another to 
legitimate sweepstakes offers. Twenty nine percent of the American public entered 
sweepstakes in 1996. Eleven percent of all Americans bought products in 1996 in 
response to sweepstakes promotions. Many thousands have won literally billions of 
dollars in prizes since the inception of sweepstakes, and a large majority of major winners 
did not include a purchase order with their winning entry. 

Fraudulent Sweepstakes 

Success and consumer popularity breed imitation in every endeavor, and in too many 
cases it is the fraudulent operators that move in most aggressively. This is certairdy true 
of sweepstakes. Capitalizing on the popularity and ubiquity of legitimate sweepstakes, 
fraudulent operators create scams that, on the surface, may share some superficial 
characteristics of legitimate sweepstakes, but actually are redesigned subtly to rip off 
consumers 

In some cases, the fiauds actually misappropriate the names and logos of legitimate 
sweepstakes companies. Telephone calls have been made in the name of these companies 
asking that money be sent by overnight delivery services to assure receipt of a “prize.” 

Of course, the prize never arrives. Similar notification may be sent through the regular 
mail, by Priority Mail, or even by private package delivery companies asking for 
prepayment of taxes, a refimdable deposit, shipping and handling costs, or other pretexts 
for getting payments up front. Any requests for payment immediately brand these 
“sweepstakes” as a fraud, since legitimate sweepstakes never require a payment to enter 
or receive a prize. 

In many of these scams, the intended targets may be senior citizens. Recently, the scams 
have increasingly come from Canada, resulting in increased efforts by law enforcement 
authorities in both countries against “cross border” firaud. 

All scams, regardless of where they originate, give a black eye to legitimate sweepstakes 
marketers. 


Industry Activities 

The Direct Marketing Association and many of its member companies work closely with 
goverrunent agencies such as the Postal Inspection Service, the Federal Trade 
Cortunission, and state attorneys general to combat sweepstakes and other types of fraud. 
Our industry also works closely with consumer advocacy organizations such as the 
National Consumers League, the National Fraud Information Center and its Alliance 
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Against Fraud in Telemarketing, and The Council of Better Business Bureaus, to combat 
fraud and develop consumer education and awareness. 

This past March, we held our 26th “DMA Dialogue” Our dialogue program brings 
together representatives from all areas of direct marketing, including sweepstakes, to 
meet with regional representatives of the consumer and law enforcement communities to 
discuss areas of mutual concern. In September, we will hold our 27th Dialogue in 
Florida, and we would certainly welcome any member or staff of this subcommittee to 
partic^sate. 

In addition to the sweepstakes section of our Guidelines for Ethical Business Practice, 
enforced by an extensive peer review process. The DMA also has published a free 
consumer brochure. Sweepstakes Advertising: A Consumer "s Guide, in conjunction with 
the Postal Inspection Service and representatives of our industry. The guide is designed 
to combat fraud and provide consumers with the information necessary to recognize a 
fraudulent offering. 

The Direct Marketing Association has long maintained an extensive program creating and 
monitoring guidelines for ethical practices in all aspects of direct marketing, including 
sweepstakes promotions. Our Committee on Ethicd Business Practice, comprised of 
fifteen executives from DMA member companies, investigates and examines mailings 
and offerings made throughout the direct marketing field, based on complaints and 
inquiries received. The committee, which usually meets ten times a year, works with 
both member and nonmember companies to gain voluntary cooperation in adhering to the 
association’s guidelines. 

The committee issues a report on its activities three times a year. While previous reports 
have discussed each case and its resolution generically, in the future we will publicize the 
names of the companies that are found to be in persistent noncompliance with our 
guidelines. 

Complaints referred to the committee are reviewed against our guidelines. All 
proceedings of the committee are completely confidential. If a company is considered to 
be in violation, a member of the committee personally contacts that company. Usually, 
companies work with the committee to correct practices found to be in violation of the 
guidelines. If a member company continues in what the committee determines to be in 
violation of the guidelines, the committee may then recommend to The DMA’s Board of 
Directors that action be taken and the case results be made public. Board action may 
include censure, suspension or expulsion from the association, and public notice. 'TOen 
the committee determines that there is a serious question of unlawful activities on the part 
of either member or nonmember companies, referral is made to the appropriate federal 
and state law enforcement authorities. 
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Legitimate Sweenstekes 

The same iimdamental principles are followed by all legitimate sweepstakes. 

Most importantly, unlike a state lottery, no purchase is ever necessary to enter a 
sweepstakes or win prize. This is always fully disclosed by all legitimate marketers. No 
payment or fee of any kind is necessary to receive or claim a prize. Those who order and 
those who do not order have identical chances to win. No preference whatsoever is given 
to entrants who order products. The selection process is fully disclosed. 

If a sweepstakes does not do all of these, it is not a legitimate sweepstakes. 

Legitimate sweepstakes marketers offer complete money back satisfaction 
on any purchase and feature consumer fnendiy cancellation and returns policies. 
Legitimate sweepstakes marketers use The Direct Marketing Association’s Mail 
Preference Service, a national service to facilitate consumers who want to have then- 
names removed from mailing lists. 

Sweepstakes fiauds by criminal scam artists, particularly against the elderly, are a 
growing problem. It is important the underscore that these have little to do with legitimate 
sweepstakes, however. A different problem is the inappropriate and troubling behavior of 
a small number of respondents to legitimate sweepstakes. Frankly, at least some of these 
responses may have been from a minuscule number of consumers who may be imable or 
unwilling to make reasonable purchasing decisions. 

Our experience shows that the vast majority of sweepstakes respondents imderstand the 
conditions under which sweepstakes operate, know that they are not necessarily a witmer, 
and are aware that no purchase or any other consideration are necessary to win. This is 
indicated by the fact that the majority of respondents to most legitimate sweepstakes do 
not place an order. 

Nevertheless, I want to make it absolutely clear that all legitimate direct marketers are 
concerned about the few who are confused or unclear enough about the actual terms of a 
sweepstakes promotion to behave in a matmer harmful to them. I have described some 
programs we have already developed to assist consumers in making rational decisions 
about sweepstakes promotions and prevent them from making inappropriate and harmful 
decisions. We are also developing even stronger programs that I will discuss in a 
subsequent section of this testimony 

Leirislative Proirosals 

There is already a substantial body of law against such fraudulent activities and a number 
of federal and state agencies have enforcement authority. We are certainly willing to 
consider and support more extensive laws and increased penalties to target, deter, and 
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stop criminal scam operators who attempt to deceive. However, stepped up enforcement 
of current laws and even more effective consumer information is the best way to protect 
the consumer, which I will discuss in a subsequent section of this testimony. 

We believe, however, that legislative proposals, which do not address specifically 
criminal activities, now being considered by this subcommittee and in the House of 
Representatives are not the answer to preventing inappropriate behavior in cotmection 
with legitimate sweepstakes. The legislation pending before this subcommittee would 
require a specific disclaimer on the fiont of an envelope and dictate the placement and 
size of type of a similar disclaimer on the fiont page of the promotion piece inside the 
envelope. 

As mentioned above, direct marketers are not only in favor of full an fair disclosure of all 
terms of their promotions, but go to some lengths to do so. However, a legal mandate 
that a specific, negative armouncement be placed prominently on the outer envelope and 
on the first page of a legitimate promotion would almost guarantee that responses would 
drop so precipitously as to endanger the operations of many legitimate companies and 
organizations. Direct marketers live and die by response rates, and quite small shifts in 
response rates can mean the success or failure of a promotion. 

Imagine a toothpaste mail promotion showing a couple walking on a beach preceded by a 
large banner stating, “THE FOLLOWING IS AN AD FOR 
TOOTHPASTE, WHICH IS DESIGNED TO FIGHT BAD 
BREATH, GLFM DISEASE AND CAVITIES.” Or, visualize one of your 
own political mailing pieces with the message “THIS IS A PAID POLITICAL 
AD: THE STATEMENTS HEREIN ARE MERELY THE 
OPINIONS OF THE CANDIDATE, WHICH MAY OR MAY 

NOT BE ACCURATE” in sixteen point type (which is the size of type used 
here.) What would the response rate be to these mail pieces? 

Thus, we would have a law that would do great harm to legitimate marketers while doing 
little to solve the problems that precipitated its introduction. Fraudulent operators would 
ignore the law. Those who respond inappropriately to legitimate sweepstakes would 
likely continue to ignore the disclaimers they have already ignored, even if they are more 
prominently displayed. 


What Can We Do? 


The best approach, we believe, is an enhanced program of self-regulation and consumer 
education to provide even firmer guidance to those who may need assistance in 
responding appropriately to legitimate sweepstakes We are committed to working with 
companies and organizations using sweepstakes programs, with appropriate consumer 
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and government agencies, and the membeis of this subcommittee to enact these 
programs. Specifically, we are preparing to: 

1 . Strengthen our sweepstakes guidelines to provide even clearer explanations of the 
rules of sweepstakes. 

2. Develop company programs to identify quickly high activity respondents and inform 
them that no purchase is necessary, repeatedly if necessary. In extreme cases, 
removal of high activity names from mailing lists might appropriate. Some 
companies already do this. We would encourage all to do so. 

3. Train customer service representatives to identify problem cases, work with relatives 
and provide name suppression, cancellations, and refunds vdiere justified. 

4. Develop a coordinated national customer information program to educate the public 
about how legitimate sweepstakes operate and how consumers can detect and spot 
fraudulent prize promotions. 

3. Serve as a clearinghouse for consumer complaints and concerns about sweepstakes - 
an expansion of our Mail Order Action Line, which is already operating. 

6. Establish a more effective relationship with consumer organizations to help them 
provide information about sweepstakes and educate their constituents and members 
on how to avoid financially risky behavior in connection with sweepstakes. 

Conclusion 

Consumer confidence, trust, and satisfaction is of utmost importance to direct marketers. 
Legitimate companies develop their customers with great time, expense and effort. They 
never want to jeopardize the customer relationships they so heavily rely upon. We have a 
particular interest in providing for the safest and most trouble free atmosphere possible 
for consumers. Therefore, the members of The Direct Marketing Association are 
committed to strong laws to eliminate fraud and strong self-regulation to encourage our 
companies to be a completely consumer friendly. We are looking forward to working 
with members of the subcommittee to find the most effective way to achieve these mutual 
goals. 


For further information, contact: 

Richard A. Barton 

Senior Vice President for Ccmgressional Relations 
The Direct Marketing Association 
nil 19th Street, N.W. Suite 11 
Washington, D.C. 20036 


Telephone: 202.861.8416 
Fax: 202.955.0085 

e-mail: rbarton@the-dmaorg 
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Use of Mall to Defraud Consumers 

Subcommittee on International Security, Proliferation, and Federal Services 
September 1, 1998 
Remarks by 

William E. Arnold, Ph. D. 

Director, Gerontology Program 
Arizona State University 
Tempe, Arizona 

Good afternoon, Mr. Chairman and members of the subcommittee, thank 
you for inviting me to speak on this important issue Direct Mail Marketing and the 
elderly. As Director of the Gerontology Program on the main campus of Arizona 
State University, it is a pleasure to report on the first of series of studies on this 
important topic. On Friday morning I received a piece of mail that on one side 
said, "RUSH PRIORITY EXPRESS DOCUMENT. RUSH TO ADDRESSED, 
EXTREMELY IMPORTANT." It had broad rod lines across the document and 
displayed the proud head of the American Eagle. Turning it over it said, ‘RUSH 
PRIORITY, TO BE OPENED BY ADDRESSEE ONLY. URGENT REPLY 
REQUESTED" and had a bar code. This is the kind (}f mail that our seniors are 
receiving in an ever-increasing volume and having more difficulty interpreting the 
good from the bad and the ugly. 

I am not here today to attack the direct marketing enterprise for I 
recognize, as many others have, that we are talking about a four hundred to six 
hundred billion dollar industry. Most of the users of direct marketing are 
legitimate businesses, but I am concerned about the direct marketers who use 
strategies which, although not illegal, may certainly be suspect when sent to an 
elderly population. Law enforcement and the Attorneys General of the United 
States are looking into what is aiready illegal by either state or national statute as 
well as what should be Illegal. We must look at the gray area of mail marketing 
that impacts the seniors. 
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I am also not here today to discuss the data on the hi^ cost of mail fraud 
on the elderly or the number scams currenUy being employed. Others have 
reported on the number of seniors targeted and the plight of the victims. I am 
here to talk about the communicatiewi sb'ategles used to Kinvincs all of us 
including the elderly to participate in sweepstakes. What is reported here is 
based on existing research and on new research reported at the end of my 
presentation. 

In looking at this issue of direct marketing, we looked tor research that 
would tell us what strategies the more popular companies were using particuiarty 
with the senior market. Such research has not been easily come by. as most of It 
is proprietary tor those who hire marketing firms to help them design messages 
for seniors and for the entire general population as well. There is a body of 
titeratwe in comiminication, persuasion, marketing, and soda! psychology that 
can give us some insight. 

There are three major points that I would like to discuss with you 
today. First, I would like to briefly dscuss some of the persuasive strategies that 
attract all of us to direct mail. Second, I would like to discuss those persuasive 
strata^ es M infract seniors more than the rest of us. Finally, I would like to 
report on two pieces of research that I have conducted to give a clear picture as 
to what is gr^ ixi with the iarvar marketing. I must indicate that this research is 
preliminary and is part of an ongrkrrg series that I will be conducting. 

General Strategies 

My first point is there are at least six persuasive strategies where seniors 
and other adults resporxl to rXrect marketing. Many of us respond to dired 
marketing campaigns, vis-fFvis sweepstakes, as simply a matter of greed. We 
w»it to get rich quick. We all would like to gain finarKda% from a crxttest, 
sweepstakes, lottery, or any other game of chance. TNs is not unique to the 
senior and certakily relates to what mwiy adults might do. 'You cannot win if you 
don't play.’ A study was published by Narayana and Raju that suggested we 
would rather play a sweepst^es with the chance to win big time than accept a 
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small token poze that everybody would receive. Mall sweepstakes are only a 
part of the gambling society that we have created. 

Second, many irKSviduals respond to sweepstakes and othw contests 
simply for the fascination and curiosity that the contest holds. It is exciting: it 
coi^d be just as exciting as a lottery contest or sitting in front of a slot machine or 
any other game of chance. Seniors ten us that it is fun to do what It takes to 
enter. 

Third, there is no question that some individuals participate in 
sweepstakes contests because it gives them something to do. It fills time. It takes 
away from the hours where one might sit in frortt of a television set or sit and do 
nothing. Contests create activity to fill time. 

Fowth, the maRing locRa irryxxtant. The example that I cited in tt» 
beginning is r^earty trying to convince the respondent that the document is 
MtHXjrtant and ^xxRd command immediate attention. ’Open without d^y,’ 
'Immediate response required,' 'UNITED STATES MAIL IMPORTANT are 
messages used to hook us Into a response. Illegal, not yet but it Is somettiing 
that we must study to see if it is mislearfrng seniors. 

Fifth we have to look at adults who participate in sweepstakes and other 
mail msketing strategies as an eraessiva compulsive behavior equal to 
gambling or any other addiction. Thera are cases that have been reported where 
individuats have spettt eigltt to ten hours a day, responding to mail soNdtatiEms. 
These individuals should be treated as addicts. 

Finely, there are irxfividuals who respond to sweepstakes and other mail 
pieces because what is being offered is something they want. This is a very 
legilimate response if, in fact, what is purchased is indeed something that the 
incivjcfcjiR wants. Of course, if they dready have a three-year subscriptitm, that 
might be another issue. 

All d these rmsons thwi reflect how seniors and adults raspwid to mail 
solicitation. None of these are currently considered fraudulent. The marketers 
use (xindpiss of persuasion, marketing, communication and social psychology to 
get us to partidpale. 
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UM principlas of parsuasion, markating, communication and social psychology to 
get us to participate. 

Senior Related Strategies 

What are the strategies ttiat seem to hnpact the senior poptriations in ow 
country? Rrst, seniors over value the official nature/appearance of the document. 
Our current seniors grew up h era when the government via the posbnaster 
attd other federal officials were considered to be highly credible sources. 
Docuntent tiffi say, 'Postman, do not deliver to someone oSier ttian the 
addressee,* or 'Postmaster, this document should be free from tampering,' or 
'TNrd party intetTuplion proNbited,’ are the kinds of messages that seniors find 
particularly crerMite. I hmm data Wiat I will present under n^ thfrd poirtt to confimi 
this finding. As I described in the beginning, we all get such mailings but most of 
us recognize it frir whffi it Is. 

Second, seniors are particularty vulnerable to credible sources. We all 
have people who we consider to be creffible sources whether a politician or an 
antertainar. When I conducted my dissertation research soma 35 years ago, my 
conclusion was that a high, credible source could persuade people to change 
th^ atUludes and to engage to behaviors racommMxled by tttto source batter 
than a low aedible source. Aristotle first developed credibility as a persuasive 
force soma 2^ years ago. We are per«jaded by ih(»e sources ttM we view 
as having high credtoility. Our commercials use entertainars and other calabrilles 
to convince us to make purehases. As an aside, I asked sonw seniors who 
would th^ recommend as someone to speak against mail fraud and Iheir 
response was unanimous, ‘Well, of course, Hugh Downs would be a credible 
spokesRitei for toat catae.* Who do the compwiies use to comrince seniors to 
participate in sweepstakes? 

frtadyeiter%, the ^si Mkte Is a crw8)te source UM is being und to gffi 
seniors to respond to the maHtog. If you combine the above two points, you can 
see how a sersor migM totorpret a maibtg thd has messages from the 
Postmaster as a credible source and inrSrectly endorsing the product. 
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You can also look a( how credibiPty is used on the outside of the mailings. 
We have signatures from a prize counsel director, a postal compliance manager, 
and a sweepstakes director to erxxxjrage replies. On one envelope we found 
names and signatures of nine individuals. We even have the signatures of 
celebrities with their pictures erKkxsing the contests. 

TNrd, the use of the statement, ‘You are a prize winner' throughout 
documents may make seniors more vukiered>ie to messages contained in mail 
solicitation. Such statements are usuatty made in big, bold, bright print and 
disclaimers are reproduced in smafl, off-coior print. The senior is going to have 
difficulty in separating the caveat from the corKlusion. Research on seniors 
indicates that they suffer not only vision loss but also macular degeneration, both 
of which may Impact how the senior reads the messages contained in the 
document. This visual problem is compounded when we realize all of the caveats 
about the percentages, the odds, and other such statement are made in a much 
smaller type size embedded somewhere in the document. 

Fourth, there are issues surrounding the nature of the material enclosed in 
the envelope. This ranges from the length of the message to the type size, color 
and content of the material. The type ranges from 24 point to 8 point, which can 
decrease a senior's awareness of what is being said in the message. The 
messege complexity is also a significant part of how a senior might read what it 
stated. 

Using the color red seems to be a much more compelling strategy than 
having everything done in black type on white paper. It was interesting to note 
that reply envelopes for those who were going to respond to the offer were in red 
and the envelope for the nonrespondeni was in black. The box numbers were 
different which might suggest to a senior that failure to purchase might preclude 
them from the drawing. The length of message adds to problems for seniors. If 
the message is 8-10 pages long, it does not take long before a senior may forget 
what was stated in the beginning and then rxit restated wiywhere else in the 
document. This can be problematic if 'You are a Winner' is constantly restated 
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and the fact that you have to submit and your number has to be selected before 
you become that winner is not repeated or appears in small nonbold print. 

Another strategy ^at is being used is the personalization of messages 
generated by computer. 'DearWilliam’ we have a prize just for you. The ‘Arnold 
fwitily" could certainly take advantage erf ttiis prize. A post-it note with my name 
on it is stuck to a page of the material next to some important point. I am also 
supposed to be impressed to find my name printed boldly on the fane^ certificate 
announcing my prize. Use erf our name is a strategy to help us identify with the 
produerf. 

Another message impact comes from persuasion research that reports a 
recency and primacy effect of messages. We generally remember those things 
which are stated first and ttiose things which are stated last— primacy «id 
recency. So if a message says in the beginning, ‘You are a winner.‘ That gets 
repeated periodically throughout ttie message and then finally at the end, ‘To 
qualify, simply send in your name and check these boxes.' The senior may forget 
file other nine pages fiiat talked about qualifications, crfiances of wming, and 
everything else that the document says. Then it ends with the statement, sand 
no money we will bill you later. 

Finally, there is another Issue that tromes from the literatwe on persuasion 
and that is the amount of effort that one participates in order to achieve the 
desired outcome. The researcrfi on cognitive dissonance suggests that if I have to 
work for something then I am more likely to stick with it until completion and also 
be more satisfied with my effort Look at the number of mailings th^ have you fill 
out pages upon pages of questions. Then you have to move stickers and place 
keys in slots. These activities are designed to on one hand to heighten my 
fascination and interest, but on the ofiier hand make me mors committed to 
follow through on the activity. 

All of UieM strategies impact our seniors. We do not have sM (rf fits 
research that we need to determine exactly how strong an impact these various 
strate^s have among (Mr seniors. In wt effort to begin ffinfing out whefiwr fiwse 
issues make a difference, and how our seniors resporxi to the mail they receive. 
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we conducted two pilot studies as part of a series that we will be conducting at 
the university. This brings me to my third and final point and that Is, what does 
the research that we have conducted say to the Issues that I've discussed 
already. 

Research Projects 

By way of background, I should tell you that these are pilot studies, that 
they were not conducted on random samples but on volunteer samples of 
seniors who were willing to participate. Their identities were keep anonymous 
and we asked them for their opinions on what would appear on the outside of an 
envelope. This is only the beginning of a careful look at how direct marketing 
impacts seniors. 

We collected data on 145 seniors at three different senior centers 
throughout the Phoenix Metropolitan area. These volunteers had a mean age of 
72 arvl approximately two-thirds were male and one third were female, arxl 50% 
shared living with someone else. 

we asked our resporxlerSs some general questions about sweepstakes in 
general. Ninety-eight percent of our respondents had received mail about 
sweepstakes in the past six months. Thirty percent said that they resporxled all 
the time. Twenty-one percent frequently responded and seventeen percent 
responded some times. The reasons-given for resporxled ranged from I wanted 
the product (36%), to twenty-nine percent said ‘it said I had won money or a 
prize.* Twenty percent said it did rx9t cost rqe anything. Six percent liked the 
tasks arxl ten percent said it relived boredom. Notice how these relate to the 
issues identified under my second poM. Forty percent said that none of the 
sweepstakes were legitimate. Of that forty percent that said that none were 
legitimate, thirty-eight percent still said they resporxled to such sweepstakes all 
the time. Another fifteen percent of these folks resporxled frequently or 
sometimes. Forty-five percent said that a few were legitimate. When we asked 
if they felt that they had ever been cheated but a sweepstakes contest, thirty-two 
percent said yes. Seniors are telling us the sweepstakes are not legitimate and 
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hey have been cheated but they stilt take part. To me, these conflicting 
'esponses to the questions suggest that we have a problem needing a solution. 

We had two major questions for our study. Would specific messages on 
the envelope deter or encourage a senior to open that envelope for the material 
inside? The second question was, If we put a series of messages on an 
envelope, would that deter or encourage you to open the material? 

Our method for our first research question consisted of a questionnaire 
where we placed specific messages used on existing mail document envelopes 
and asked seniors whether or not they would open the document based upon 
reading the statement. In the first study we asked our seniors to look at three 
specific statements that are Included in my testimony here today. In the second 
study, we placed all three of those statements on a mock envelope and then 
asked them to respond as if that envelope had been delivered to them. 

The first question was asked, ‘K you saw a statement that said, ‘Open it 
once, prize to guaranteed winners inside,' and this appeared in red on the 
outside of the envelope, how likely would you be to open it?* (See figure one) 
Sixteen percent of our sample said 'Very likely,' Twenty-three percent said 
'likely.' Twenty-six percent said, ‘Not likely,' and thirty-five percent of our 
subjects responded that they would not open it at all. Thus sixty-one percent 
said that they would not open the envelope. 

The second question asked, 'If the statement appeared on the envelope 
and it stated, 'Notice: Postmaster, the security of this package is guaranteed 
from Tampering, inspection or delay under Section G011,5.1 of the U.S. Postal 
Service Domestic Mail Manual' how likely would you be to open it?* (See Figure 
Two) Twenty-four percent said 'Very likely.' Thirty-three percent said, 'Likely.' 
Twenty-three percent said, 'Not likely,' and twenty percent said, 'Not at all.' Now 
fifty-seven percent said that they would open the envelope. 

Finally we asked the question, what If a warning were placed on the 
envelope much like what Senator Campbell Is proposing where the postmaster 
would warn that this included a game of chance, how likely would they be to 
open it? The statement read as follows: 'WARNING: The Postmaster has 
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dstarmined that the contents of this envelope indude a game of chance. Your 
odds of winning are 80,000,CXX) to one. Play at your own risk. You do not have 
to buy to playl’ With that statement only four percent of the respondents said 
they were very likely to open the envelope, and ten percent said, 'Likely.* Thirty- 
«ie percent said, 'Not Hkely,' and fifty-five percent said. 'Not at aH.' (See Figis-e 
three) 

What does fois mean in terms of these ttvee statements when taken in 
isolation? It would appear to mean that our seniors are responding more 
favoraUy to statements by the postmaster in protection of tampering. Fifty-seven 
percent of our seniors said they would open such a document if they saw a 
statement that said the Postmaster protects from tampering. Surprisingly, only 
thirty-six percent said that they would read the statement, "Open at once, prize 
inside,' that this was important. For the bill on honesty in sweepstakes, the fact 
that eighty-six percent said that they would not likely - or not at all - open the 
envelope if the Postmaster provided a warning. It is dear that at least for this 
group of seniors, the official nature of the document vis-d-vis Postmaster was a 
significant factor in whether or not they were likely to open the envelope. That 
maybe the good news for the bill being discussed here today. Seniors appear to 
heed what ttia Postmaster says. 

This then led us to a second study, much smaller in nature but one that I 
thM( is very important as we lode at foe potential of legislation. Warnings and 
caveats cannot be viewed in isolation. They need to be viewed in foe context 
that the senior would see them in the mail. 

We provided the sample dummy envelope (See figure four) that was 
handed to each of our respondents. We asked foe question arxt that was, 'Vtfoat 
did you notice about the envelope first?* and the results were as follows: 
Seventy-three percent of our respondents - noticed immediately the statement, 
'Open at once, there is a prize in^de.' Only 9,7 percent of ow respondents 
noticed the warning about this being a game of chance. (See Figure five) Given 
all of the messages on the envelope, the warning appears to get lost. 
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The significant question that one has to ask was the next question, and 
that was, 'Would you open the envelope?’ Forty-two percent of our respondents 
said, "Very likely.' Thirty-six percent said, 'Likely," for a total of 78% that would 
open the envelope. Only 22% said 'Not likely* or 'Not at all.' (See Figure six) So 
78% of our respondents looked at the envelope with mixed messages said that 
they would go ahead and open the envelope. Combining the results of the two 
separate studies, there is good news and bad news when the warning is piaced 
on the envelope. If that warning is there by itself, we have a deterrent to the 
opening of the envelope. If that warning appears along with other messages, the 
chances are that it would not deter our seniors from opening the envelope. 

One other issue I think is very important that came out of the second study 
that we have not looked at in previous research. We asked our respondents to 
indicate how the mail had been mailed to them. Specifically, what did it mean to 
have something received by bulk mail? The overwhelming response was bulk 
mail means that it was bulkyl Our respondents did not know that bulk mail meant 
that it was cheaper way to mail; went to a larger number of people; and was not 
necessarily important mail. They viewed it as 'paid for by the addressee' and did 
not see any other real differences between the mail going first class or by bulk. 

Clearly, our research is only the beginning, but we think there are some 
significant issues that need to be addressed as we look toward legislation, 
adjudication, and perhaps mors importantly, education. We are concerned that 
our seniors may not be deliberately lied to but are, by using strategies that are 
more effective with them, being misled as they receive this mail. I would 
encourage us all to work together in order to solve this problem, and we’ll 
continue at our place to do research in order to find out exactly what impact 
these messages have on our seniors. Each senior wiil probably respond to a 
piece of direct mail differently than every other senior. Thus, legislating broadly 
may not cover all of the categories, but we do have to work together to try to 
solve the problem. 
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Figures and Sample Envelope 

Figure One 


Open at Once: Prize inside 


Very likely 

Not at all 16% 



Not likely 
26% 


Figure Two 
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Figure Three 


Postmaster warning: Contest 
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Figure Five 


What did you notice? 



Figure Six 


Would you open the envelope? 


Not at all 



36 % 
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July 28. 1998. Tuesday. Late Edition - Final 
SECTION: Section A; Page 1; Column 1; National Desk 
LENGTH: 3349 words 

HEADLINE: Sweepstakes Pit Gullibility and Fine Print 

SERIES: IT COULD BE YOU (BUT PROBABLY ISN'T): First of two articles, 

BYLINE: By DOUGLAS FR.-\NTZ 
D.ATELINE: VERO BEACH. Fla. 

BODY: 

Optimistically, Dorothy Edouart recites her mantra. "I haven't won yet. but I've got the letters sav ing I 
won and I’ll be getting my winnings verv' soon," she says outside the airy dining room of the retirement 
center where she lives. "All I have to do is send in my entries and my checks." * 

Mrs. Edouart, an 88*year-old widow, has played magazine sweepstakes and similar promotions 
passionately for years. In a 54-day period in *1995. she wrote 148 checks to 56 contests, according to her 
check register. Her family estimates that in five years she has spent $60,000 on magazines she ne\ er 
read and worthless prizes, without winning a dime. 

To continue playing, Mrs. Edouart moved here from Rhode Island to escape her children’s objections, 
Now she is suing her son for the right to sell the family's estate, sa> ing she needs more montw for 
sweepstakes. The family is seeking to have her declared incompeieni. 

Across the country, people are fooled every day into believing they ha\ e won sweepstakes and other 
contests, misled by attention-grabbing graphics and official-sounding language. 

Most people understand that these pitches are come-ons to buy magazines and other products. "We just 
throw them away," Lucille Corwin said of the sweepstakes entry forms that fill her mailbox at Sun Cit> 
Center, a Florida retirement community. 

But from big cities to the nation's Sun Cities, the mailboxes that fill fastest are those that belong to the 
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elderly. And all too often the people who believe the sophisticated pilches and spend large sums they 
cannot afford on hundreds of magazine subscriptions or on other goods tHe> do not want are elderh . too. 


An examination of the sweepstakes business by The New York Times pro\ ides a look at the inner 
workings of an industry that has grown dramatically, offering bigger and bigger prizes to millions of 
households to persuade people to buy magazines, videos and flower bulbs. 

As the slakes and competition have risen, so has the sophistication and. in some cases, critics argue, 
deception. Marketing experts and copywriters at the brand-name sweepstakes operations, like Reader's 
Digest and American Family Publishers, use increasingly sensational language and graphics to make 
their sweepstakes stand out. 

And increasingly, the authorities say. fraudulent copycats and telemarketers are using the techniques of 
legitimate sweepstakes, and lists of their contestants, to prey on people they know are vulnerable. 

’’It’s virtually impossible to distinguish the legitimate sweepstakes from the frauds." said Michael T. 
K.ogut, an assistant attorney general in Massachusetts. 

But recently even the well-known legitimate sweepstakes have come under scrutiny because of concern 
that they promise too much. 

Among the elderly who prove vulnerable, some are lonely and seeking e.viciiemeni. Others do not 
understand the rules printed in small type. And many take literally what they read when they open 
envelopes marked "Registered Documents Enclosed" and "Personal and Confidential" and inside Hnd 
Sports Illustrated announcing that they have won S833-337. or Publishers Clearing House congratulating 
them on "your selection to be a Guaranteed Cash Prize Winner with a timely response. " 

"Folks who are in their 70's. 80's and 90's grew up in an era where, if something was official or appeared 
to have something to do with the Government, it must be O.K..” said William E. .Arnold, director of the 
gerontology program at Arizona State University, who is studying the effects of sweepstakes on the 
elderly. 

Enormous Stakes 

Sweepstakes Mean More Subscriptions 


The legitimate sweepstakes industry' has mushroomed from a single contest at Reader's Digest magazine 
in 1962 to hundreds of contests a year. More than 400 million of the most sophisticated packages in the 
direct-mail business are sent to American households each year by the two largest sweepstakes 
companies, American Family Publishers and Publishers Clearing House. 

For the magazine industry , the stakes are enormous. Nearly one-third of new subscriptions are generated 
through sweepstakes, industry experts say. The business is profitable for the sweepstakes operators 
because they keep about half of the subscription money they collect and sell other merchandise through 
their contests. 

The power of sweepstakes is evident in carefully guarded industry statistics. A sweepstakes mailing for 
magazine subscriptions is four to five times more likely to generate an order than a mailing w ithoui a 
prize or contest, said Larry Stone, a former sensor oflicial at Publishers Clearing House and Reader’s 
Digest and a rare insider willing to describe how the industry works. 

From the size and color of the type to the texture of the paper and the number of pages. e\ ery element of 
a sweepstakes package is designed to persuade readers to play the sweepstakes — and to order 
magazines or other products. Representatives of the sweepstakes companies say their mailings are 
designed only to provide people with the fantasy of winning and comply w ith laws that require them to 
make clear that no purchase is necessary and that entries that include orders have no more chance of 
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winning than those that do not. 

’’We've had a ver\' long histor\- of making disclosures in our copy beyond what has been required b\ 
law," said Michael Brizel. an executive at Reader’s Digest, a unit of The Reader's Digest Association. 
"We think that the people we mail to clearly understand the difference between buying these 
high-quality products and entering the sweepstakes." 

But an increasing number of state officials, who share regulation of the sweepstakes industry with the 
Federal Government, say some sweepstakes mailings have crossed the line from persuasion to deception 
in trying to make people believe they are winners. After years of isolated action, state authorities ha\ e 
opened an offensive with the potential to change the way the sweepstakes industry operates. 

In March. 32 slates and the District of Columbia reached an agreement with .American Family 
Publishers, which is owned jointly by a unit of Time Inc. and an investment group associated* with the 
Pritzker family of Chicago. The company paid $2.25 million to the states and agreed to stop telling 
people they were winners, unless they had actually won, and to emphasize in mailings that no purchase 
was necessary. 

But Connecticut. Florida, Indiana. South Carolina and West Virginia went further and sued American 
Family Publishers, accusing it of deceptive practices and seeking restitution for customers. .Also named 
as defendants were Dick Clark and Ed McMahon, who promote the sweepstakes. 

Those five states are also cooperating as they expand scrutiny of other companies. Gars’ L. Betz, special 
counsel to the Florida .Attorney General, said his office was investigating Publishers Clearing House, the 
other big sweepstakes company, and scrutinizing mailings by Reader's Digest and Time. 

Publishers Clearing House, based in Port Washington. N.Y.. is a limited partnership with a majority held 
b> trusts and charities connected to its founder, the Menz family. 

American Family Publishers also faces 26 class-action civil suits and 1 1 suits brought by individuals 
seeking millions of dollars in restitution. 

In Januar)'. a former circulation executive at Time, Susan Caughman. became chief executive of 
American Family Enterprises, the parent company of American Family Publishers, Her first goal. Ms. 
Caughman said, was to negotiate the settlement with the states. 

"I'm committed to making it as clear as possible that we are honest and we are proud of what we do as a 
contest," Ms. Caughman said. "It should help distance us from the fraudulent operators who are abusing 
our good name." 

The company's redesigned mailings are toned down, but continue to relegate to small print the odds of 
winning the $10 million prize - 150 million to 1. Still, those odds are beuer than the chance of winning 
the SI million prize in Reader's Digest's 1998 President's Prize; 600 million to 1. 

Some people in the industry expressed concern that the problems of American Family Publishers have 
harmed other companies. 

"They squeezed the golden goose, and everybody is going to gel hurt." said Mr. Slone, the former 
publishing company executive. "Nobody can tell these companies apart." 

Legislation introduced in June in the Senate would expand the Federal Government's role in regulating 
sweepstakes mailings. The bill would require main disclaimers to be printed in large type, restrain other 
language and allow the Postal Service to destroy mail that does not comply. 

"Like a lot of Americans, I get these things in the mail, and they are so realistic that consumers are 
misled into believing they have won a big prize," Senator Ben NIghthorse Campbell, the Colorado 
Republican who wrote the bill, said in an interview. 
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Seductive Bait 

Entry Mailings Become a Science 


In some ways, sweepstakes are the victims of their own success. The Reader's Digest sweepstakes 
helped the digest become the largest-circulation magazine in the world. Other magazines tbilovved suit. 
Next came the stamp sheets assembled by Publishers Clearing House and American Family Publishers, 
offering discount subscriptions to 300 or more magazines. 

Designing a sweepstakes package is a science. Marketing and promotions experts de\ elop the central 
pitch. Copywriters and graphic artists come up with words and images to convev the message. 

Often. Mr. Stone and other insiders said, lawyers haggle over the details to keep the package within the 
law. But the goal is always the same: to sell products. 

That is accomplished by entertaining and involving people through the stamps, seals and stickers known 
in the trade as action devices. Over the years, the industry' has discovered that the more gimmicks in a 
mailing, the better the response. 

The envelope may have an official-looking message. The most recent mailing from .American Family 
Publishers, for example, has a bricht orance card on the envelope back that savs. ".ATTENTION. 
UNAWARDED PRIZE DEPOSIT PRE-AUTHORIZ.ATION FORM." 

Inside, almost all mailings include several pages with numerous action de\ ices. The neNsest .American 
Family Publishers mailing requires people to detach the pre-authorization form, detach an entry form 
that resembles a check and affix a gold seal to the completed form before mailing the entry . 

Mr. Slone and other experts said the motive was simple. The more that people have to do in a mailing, 
the better chance they think they have of winning. 

Mailings often begin by trumpeting the news. "You are a winner." Then comes a description of the 
contest and an urgent request at the end to send in the response form. 

David Saver, executive director of advertising at Publishers Clearinghouse, compared the gimmicks and 
language to a department store's "sale” sign. 

"We do find that the sweepstakes get them in the store, and once we get them in. we like to ins oUe 
them," Mr. Saver said. "But we take care to write them clearly and beliexe that there should be no 
confusion whatsoever for anyone who reads them carefully." 

A successful sweepstakes generates subscription orders from 10 percent of the recipients, industry 
experts say. The entries with orders are called "the pull." When a mailing is sent to 50 million 
households, a 10 percent pull translates into $50 million or more in revenue. A much larger group, about 
30 percent, returns the entry form without ordering. 

Sweepstakes officials would not disclose their results, but Ms. Caughman of American Family' 
Publishers said a 10 percent pull would be bad from a mailing to proven customers, and good from a 
mailing to people who had not bought before. 

Regulations require that all entries have an equal chance of winning. But subtle distinctions sometimes 
reinforce the misconception that you have a better chance if you order something. 

In an American Family Publishers mailing this year, for example, entries with magazine orders went into 
an envelope addressed to contest headquarters in Tampa. Fla. People not ordering anything were 
instructed to mail entries to a post office box in Waycross, Ga. 
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"All the entries wound up in Tampa, but the illusion was that you had a better chance b> mailing it 
directly to the sweepstakes headquaners." said James Lyons, an investigator with the Florida Anornev 
General's ot'fice. 

The basic accusation by the states against .American Family Publishers is that its entr> forms have 
evolved into sophisticated shams that violate state laws against deceptive sales practices. 

For example, an American Family Publishers mailing in Januar.- declared to millions of recipients: "IT'S 
DOWN TO A 2-PERSON RACE FOR SI 1,000,000. YOU AND ONE OTHER PERSON WERE 
ISSUED THE WINNING NUMBER. WHOEVER RETURNS IT FIRST WINS IT ALL!" 


Vis. Caughman. the American Family Publishers chief executive, said the companv \ oluntarih w ithdrew 
that mailing in Februarv' and stopped routing entries without orders to Georgia. She said other practices 
are under review. 

But practices criticized by the attorneys general were featured in recent sweepstakes mailings by Sports 
Illustrated and Time, both published by Time Inc., one of the partners in American Famih Publishers. 

.A promotion in March for Sports Illustrated, for example, was mailed in an official-looking brown 
envelope with the words "Registered Documents Enclosed" on the front. Inside was a manTia folder, 
stamped in red "Keep This Document In A Safe Place." 

The accompanying letter announced the good news. "OUR SWEEPST.AKES RESULTS .ARE FIN.AL: 
the recipient's name H.AS WON A CASH PRIZE OF S833.377.00!" It went on. "A B.ANK CHECK 
FOR S833.337.00 IS ON ITS W.AY TO the recipient’s address !" Finallv. it said. "A BANK CHECK 
FOR S833.337.00 IN CASH WILL BE SENT TO YOU VIA CERTIFIED MAIL IF YOU RESPOND 
NOW!" 


The caveats came in small type. The first, just above the headline about winning, said. "If you have and 
return the Grand Prize w inning entry in time, we will officially announce that."*The back of the manila 
folder, in small print under the heading "Official Rules." disclosed that the actual deadline was a year 
away. March 31. 1999. And the odds of winning the grand prize turned out to be 1 in 120 million. 

Peter Cosliglio. a spokesman for Time Inc., said the solicitation vvas not misleading: "We have no 
interest in deceiving either existing or potential customers. We run our sweepstakes honesilv and 
ethically." 

True Believers 

From Pastime To Obsession 


Kelli Carson's grandfather committed suicide. Mrs. Carson, who lives near Seattle, described the events 
leading to his death on the condition that his name not be used, because some relatives objected to the 
publicity, Law-enforcement authorities confirmed the details. 

"After his wife went into the nursing home with Alzheimer's, my grandfather started plav ing for 
something to do when he was alone,” Mrs. Carson said of his introduction to sweepstakes. "It just went 
from something he did to occupy his time to an obsession. Fie truly believed that each time he sent in his 
form he would be the SIO million winner, as long as he bought something." 

At one point, the family of the retired contractor discovered that his garage was filled with merchandise 
and magazines. They sold the goods at a garage sale. Less than a year later, the garage was full again. 

Relatives met many times to discuss the problem. The only answer seemed to be to go to court to have 
the grandfather declared incompetent. They could not bring themselves to do it. 

"He was the hardest-working person all of his life." Mrs. Carson said. "He saved and saved. Fie vvas 
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never frivolous. And he was in complete control, except he was just brainwashed b\ these .sweepstakes." 


Last Dec. 8, Mrs. Carson said, her grandfather was found dead in his truck from carbon monoxide 
poisoning. The family determined he had spent more than S 1 00.000 on sweepstakes and similar 
contests. His bank account had been closed, and his utilities were about to be shut off. 

Some elderly people have become so convinced that they are winners that they have llown to .American 
Family Publishers headquarters in Tampa to collect their prizes. Jeanne Meyer, a spokeswoman for the 
company, said that only a fraction of recipients misunderstood the mailings and that fewer went to 
Tampa. 

A different story was told by former employees of Time Customer Service, the subsidiary of Time 
Warner that handles calls from customers of American Family Publishers in Tampa. 

In a lawsuit filed in Tampa in mid-July, Anne E. Curran, the customer service manager for the 
sweepstakes account until she resigned in April, said she had to deal with so manv disgruntled people 
who thought they had won that she feared for her safety. 

■’The individuals Curran met with who had traveled to Tampa to claim prizes they believed ihev had won 
in the A.F.P. sweepstakes were often very angry or very- depressed upon learning that they had* not uon 
and had traveled to Tampa for nothing," the suit said. "As a consequence. Curran began to experience 
emotional distress and fear for her personal safety." 

Without specifying the number, the suit said more people started traveling to Tampa to collect their 
prizes in recent months. So many went that they were given the code name "visitors" and Ms. Curran 
was instructed to keep cash in a fund "specifically set up to silence them." the suit said. 

Time Customer Service filed its own suit against Ms. Curran, contending that she had misappropriated 
company electronic mail and demanded money not to disclose it. The Time suit did not address Ms. 
Curran's accusations. 

Another former employee of Tim.e Customer Service. Kim Venezia, said chat during the sweeps season. 
October to March, she handled 200 to 300 calls a day, "and over half of them were people v\ ho thousjht 
they had won." 

"This was not just illiterate people," Ms. Venezia said. "And it’s not just the elderly. I talked to all sorts 
of people who thought they had won." 

The worst times, she said, were when a cab would pull up to the building's employee entrance while she 
and other workers were taking a cig^ette break. 

"We knew it," Ms. Venezia said. "Here comes gramps with a briefcase or a box with all his sweepstakes 
entries." 

Dorothy Edouart fervently believes that sweepstakes riches are just around the corner for her. 

A trim, well-spoken woman, Mrs. Edouart had been living comfortably with her family in Jamestown. 
R.I.. in a house that she had bought and put in a trust. The trust required the family to care for her until 
her death, when the house would go to her heirs. But several months ago she moved to a retirement 
center in Vero Beach on Florida's Atlantic Coast to escape the objections of her son and other relativ es 
to her sweepstakes playing. 

"I just do it to make a little money," Mrs. Edouart said in an interview recently. "That’s the only reason. 1 
just need to get enough money to take care of myself. It doesn't hurt anybody." 

But Mrs. Edouart's son discovered that she was spending $2,000 a month on magazines she never read 
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and merchandise she did not need in response to sweepstakes raaihnas. said her Jaaehter-in-luw. Susan 
Zwick. 

"She spent 12 hours a day at her desk writing checks and filling out entr> forms -- and this is a woman 
with arthritis," Mrs. Zwick said. 

Her family's objections escalated in heated disputes. 

"She would say, 'It's my money and I can do with it what I want,’ " Mrs. Zwick said. "We'd say that we 
were afraid she was being taken advantage of. And she'd say. 'Now you think I'm stupid and old and 
being taken advantage of.' '' 

After moving to Florida. Mrs. Edouart filed suit to remove the Jamestown house from the trust. Mrs. 
Edouart said she needed more money for the sweepstakes. 

"Some of my winnings I won't be able to collecL" she said, "because I don't have enough money to send 
them the S25 fee." 

NEXT: Con men copy the sweepstakes' promises of instant riches to defraud the elderly. 

GRAPHIC: Photos: Millions of offers of sweepstakes are sent through the mail each year, with the 
envelopes usuailv designed to create the impression that the recipient is. it not already a winner, then a 
finalist, (pg. Al); Doro'lhy Edouart has taken her son. Howard Zwick. to court to try to gain control of 
her former home in Jamestown. R.I., so she can sell the house, where Mr. Zwick li\es. to raise mone\ to 
play sweepstakes. (Bill Pow'ers for The New York TimesMpg. Al_') 
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Consumer Federation of Americ^a 


Howard M. Metzenbaum 

US. S^Mtor (Etet.) 

Chairman 

The Honorable Ben Nighthorse Campbell 
United States Senate 
380 Senate Russell Office Building 
Washington, D.C. 20515 


August 24, 1998 


Re: The Honesty in Sweepstakes Act of 1998, S. 2141 


Dear Ben: 


CFA supports this bill, and I personally thank you for your leadership in protecting vulnerable 
consumers against these outrageous marketeers. It should be passed this session, even though the 
time until adjournment is rapidly approaching. 

1 am increasingly concerned about mail sweepstakes, having received these come-on letters 
myself They are magnificently drafted to mislead, particularly senior citizens. As the recent 
New York Times articles pointed out, too many people have spent thousands in a futile attempt 
to collect as a “Guaranteed Cash Prize Wirmer.” The^ stories are truly heartbreaking. In 
addition to the loss of retirement savings, these practices too otien lead to intra-family conflict. 
There is a certain kind of deviltry and evil in the minds of those who draft and send these letters. 

Unfortunately these sweepstakes work for the companies which sponsor them. But there should 
be a distinction between deceptive practices and those where a consumer knowingly makes a 
purchase and understands the long odds of winning. One has to look closely and read clearly to 
learn that the big prize isn't really vours . I believe that clear disclosure in a large font, as you 
have proposed, is necessary. Surely, legitimate sweepstakes operators, if there are anv . cannot 
object to such a requirement. 

Given that state Attorneys General are investigating these practices, and the variety of state 
consumer protection laws that may be applicable, CFA supports your decision not to preempt 
state laws that may give consumers additional protections against such deceptive practices. 

We look forward to working with you to get this bill enacted, hopefully this year . 



1424 16th Street, N.W., Suite 504 • Washington, D.C. 20036 
(202) 797-8551 FAX (202) 797-9093 
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National 

Consumers 

League 


1701 KStreetfNW • Suite1200 ■ Washin^on, DC 20006 • (202)835-3323 • FAX (202) 635-0747 • http://www.natlconsum^ea8ue.org 


Board of Direelon 

Linda F. Golodner 
President 


Brandolyn T. Clanion Pinkston 
Chair 

Charlotte Newton 
Vice Chair 
Esther Shapiro 
Wee Chair 


July 17, 1998 


The Honorable Ben Nighthorsc Campbell 
380 Russell Senate Office Building 
Washington, DC 20510 


Dear Senator Campbell; 


Markley Roberts 
Treasurer 
Don Rounds 
Secretary 
Jack A. Blum 
Counsel 

Robert R. Nathan 


On behalf of the National Consumers League, America’s pioneer 
consumer organization. I commend you for introducing S.2141, the “Honest in 
Sweepstakes Act of 1998.” This legislation would be very effective in 
preventing misleading and deceptive sweepstakes solicitations. 


Honorary Chair 

Esther Peterson (1906-1997) 

Honorary President 

Erma Angevine 
Dorothy M. Austin 
Debra R. Berlyn 
Alan Bosch 
Jim Conran 
Ellen C. Craig 
Theodore R. Debro. Jr. 
Joseph K. E>oss 
Evelyn Dubrow 
Glenn English 
Mary Finger 
Carolyn Forrest 
Eugene Glover 
Ruth Harnier-Carew 
Paster Henera, Jr 
Mary Heslin 
Arlene Holt 
Sandra Willett Jackson 
Ruth Jordan 
Jane M. King 
Harry Kranz 
Jorge J. Lambrinos 
Odonna Mathews 
Robert N. Mayer 
Joyce Miller 
Larry Mitchell 
Puricis Royer 
Bert Seidman 
Samuel A. Simon 
Caroline B. Stellnunn 
Ricki Stochaj 
Leland H. Swenson 
Patricia Tyson 
Barbara Vui Blake 
Gladys Cary Vaughn 
Clair E. Villano 


At NCL, we know about sweepstakes scams first-hand because we hear 
directly from consumers in that regard. Our National Fraud Information Center, a 
toll-free hotline at (800) 876-7060, was created in 1992 to help fight 
telemarketing fraud by providing consumers with preventive advice and relaying 
their reports of suspected fraud to law enforcement agencies. Consumers can 
also contact us now through our web site, www fraud org, to get helpful tips an 
report possible fraud. 

Bogus prize and sweepstakes offers have consistently ranked among the 
top five telemarketing frauds reponed to the NFIC since its inception. They were 
the top subject of telemarketing reports in 1997 And of the 3,081 prize an(i 
sweepstakes complaints that we received that year, 2,237 began with a mail 
solicitation to the consumer. 

As you know, some of these mail pieces can be very deceptive. They 
make it appear as though the consumer has automatically won something of great 
value They do not make clear that they are games of chance, or the odds of 
winning, or that no purchase is necessary. In fact, when consumers call to claim 
their “awards.’* they are told that they need to pay something first. It might be 
described as taxes, a processing fee, or bonding, or the consumer might be told 
that it is necessary to buy a product from the company in order to qualify for this 
promotional offer. However, the object is simply to extract money from the 
consumer without necessarily giving anything of value in return. 

There are legitimate companies that use sweepstakes as a marketing 
incentive, but even some of them have on occasion strayed across the line and 
found themselves at odds with consumer protection authorities. 


Representing Consumers for 99 Years 

• • ' ® on RKyiaM PSO*r 
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It is often difficult for consumers to tell the difference between a legitimate and a 
fraudulent sweepstakes offer. Many of the same marketinir strategies - creating excitement, 
conveying a sense of urgency, making the recipient feel special - are used by legitimate 
companies. The key information that consumers need to know is that under federal law, it is 
illegal to require payment to participate in games of chance. Unfortunately, many people who 
contact the NFIC find this out too late, after they have already sent hundreds, even thousands of 
dollars to con artists. 

Members of the legitimate sw'eepstakes industry' should welcome your proposal because 
it would help ensure that consumers understand the solicitation. It would also help to 
distinguish them from the “bad guys.” As a consumer education tool, it would be very useful i f 
we could tell people exactly what information must appear on sweepstakes solicitations. And it 
would be easy for them to see, because the disclosures would be clear and conspicuous. 

We would be happy to work with you and your aaff on this important initiative. Please 
do not hesitate to contact me at (202) 835-3323. 

Sincerely yours, 



Susan Grant, Vice President for Public Policy 
Director, National Fraud Information Center 
National Consumers League 


cc: Linda F. Golodner, President 

National Consumers League 
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:0 THOMPSON. TENNCSSCL CHMMMM 


TED STEVENS. ALASKA 
SUSAN M. COLLMS, MAN* 

SAM SnOWNSACK. KANSAS 
PET( V. OOMCMCl. NEW MEXICO 
THAO COCHRAN. NHSSISSrPI 
DON NKKLES. OKLAHOMA 
AALIN SPECTEK. PENNSYLVANIA 


joHNeLENN.aHn 

CARL LEVn. MKHCAN 

JOSEPH I. UEKRMAN. CONNECTCUT 

DAMCL K. ARAXA. HAWAa 


11111101 States Senate 

COMMITTEE ON 
GOVERNMENTAL AFFAIRS 
WASHINGTON. DC 20510-6250 


September 4, 1998 


Mr. Richard A. Barton 
Direct Mariceting Association 
nil 19“' street N.W., SuitellOO 
Washington. D.C. 20036-3603 

Dear Mr. Barton, 

Thank you for testifying as a witness at the International Security, Proliferation and 
Federal Services Subcommittee’s hearing on “Uses of Mass Mail to Defraud Consumers." In 
response to one of my questions, you agreed that you or your organization would apply the 
Direct Marketing Association’s guidelines for ethical business practices to several apparently 
deceptive sweepstakes promotions we reviewed to determine if the solicitations complied with 
your ethical guidelines. 

Enclosed please find solicitations from the following four companies for your review; 
Michigan Bulb, Publishers Clearing House, American Family Publishers, and Guaranteed and 
Bonded. I would appreciate receiving DMA’s evaluation of these solicitations as soon as 
possible. I have provided the complete solicitation with hi ghli ght of statements which appear to 
be the most deceptive. Your reaction to these specific statements would be appreciated as well. 

Please contact Myla Edwards (224-4551) of the subcommittee staff with any questions 
you may have. Thank you for your assistance. We would appreciate the return of the original 
. documents we have enclosed after you complete the review. 


Sincerely, 



Carl Levin 
Ranking Member 

Subcommittee on International Secunty, 
Proliferation and Federal Services 


CL:me 

Enclosures 

cc; The Honorable Thad Cochran 
Chairman 
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DELi¥ER PROMPTLY. ¥010 AFTER 3/6/98 


PLEASE USE THIS ENVELOK OMLY IF YOU ARE MI PLAaM0 i 

MO order enclosed - sweepstakes entry only. 

When pladng w order, be sure to use the Bright Yellow Response 
^ ( Envelope to return your Claim Form and order. 

00! ^3^ O $8,000.00 Super Cash Jackpot award certificate enclosed. 

PLASINQ m QBDES, SEE HOLES F0H 
ADDmONALINFORMATiOM. 

i 


Date fnaiied. 


m y. 
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oidd Be You! 


SiiicMii Yoiii'E;ntn’'lfMla_i-*tnd-V<m Coitld llaJvt ^ou Du cun'- ((nm ini 


100,000.00 


'k’u Ci'L'M l^Vin Tiwse^Pnzc. 


Second 

Prize 


Third 

Prize 


Fourth 

Prize 


Mffirman Field 

Our latest Grand Prize 
Winner, Norman Field, 
had an unlisted phone 
number. So we sent 
the county sheriff to 
tell him he was listed 
xdth us — as our 
Grand Prize Winner 
of $110,000.00 CASH! 
You could be a big 
winner too - 
enter today! 


Dorotliy Sippel 

Dorothy knows it pays 
to order and enter 
often. She's won 
prizes before but 
never anything like 
her BIG GRAND 
PRIZE. Now she has 
an extra $110,000.00 
in the bank! You, too, 
could be this lucky! 
Enter today! 
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Alb Priz 


5lh Pr/^ 




. ’-vjvh Pn^,. 


lA'l 




^OV»' P*|^,. 


1 J- 


«§00, • .■■J.i= 

CmoK® StPH ; -r •■,•■:- :L-3Jtr 

Auto Cassbra 


itatuin <fsw smspstalsss gnti? More to tisaillinB ilste stsfod in this package, and you udi! edo a IIO.SBOJO 
kontis it you are the grand Prize hitliinerl Don’t delay, snier today. You could tie $110,DDO.OO richer! 


NO PURCHASE NECESSARY. Theee rules »ply to the 1998 8250,080.00 Sweepstakes spoDsored by Michigan Bulb Co. (“Sponaor”). fiy entering, you 
agree to these rules and to the decisions of Price Heoeveld, Cooper, DeWiu ami Litioa (the “Judges") which are Hnal on all matters related to this 
Sweepsukes. TO ENTER: Follow instructions in this duOIuik. Entries must be received by the date staled or 12/31/98, whichever is sooner. Each entry 
has an equal chance of winniu. Priae winners chosen in random drawings with final seieciion on l/lS/99. Winners lo be notified within 30 days of selec- 
tion. WINNERS AND PRIZES: 1,501 major prizes (“Sweepstakes Pria^") as diown in this mailing. All prizes will be awarded. Total value of major 
Sweepstakes Prizes is 8250,0(K).00. All prize ^^ues staled in U.S. currency. Spcmsor may substitute prize of equal or greater value if prise shown is 
unavailable. Estmusted odds of winning are; Grand Prize and Bonus - I:30.0(W,000; 2nd Prise - 1:30,000.000: 3rci Prise - 1:15,000,000; 4th Prize - 
1:6,000,000; 5tb Prize - 1:3,000,000; 6lh Prize - 1:1,500,000; 7tb Prise- 1:1.000.000; 8tb Prize- 1:750,000; 9th Prize - 1:250,000; 10th Prise- 1:23,603. 
Odds of winning any major prise are approximately 1:20,000. Prizes are not transferable. All eniranis to promotions offering them will receive a Special 
Prize which may be called First Round, Round One, Instant Winner, S|>eciaU Mystery, Bonus. Isi Level or Level One Prise or Award. Odds of winning 
depend on the number of entries received. Odds of winning a Special Prise (where offered) are 1:1. ELIGIBILITY: Sweepstakes open to legal U.S. and 
Canadian residents except employees of the Sponsor and the Judges and ibeir respective annls and suppliers and their immediate familiet ancl household 
members. Additional rules in Canada. U.S. residents write: Rockwood Cardens Sweepstakes. Rnckwo^. Ontario NOB 2K9 for information. Any entry 
received which is illegible, incomplete, mechanically reproduced, itfegitinial<% obtaioM or tampered with is void. Sponsor is not responsible for printing 
errors, detached labels or late, lost, postage due, or misdirected mail. MISCELLANEOUS: Sweepstakes subject lo all fedeeal, slate, provincial and local 
laws and regulations. Void where prohibited. Sweepstakes presented in conjunction with various promotions and soUcilations using various creative pre- 
sentations by Michigan Bulb Conmany and its parent, subsidiaries and affilistes induding Foster & Callugher Inc.. Rockwood Gardens Inc.. Flower of 
the Month, Persons Comforts, Walter Drake and Horae and Carden Value Hart. All entrants release Sponsor and Judges and their parents, afRliates, 
subsidiaries, ofTkcers, directors, agents, employees, suppliers and all others associated with the development and execution of this sweepstakes from any 
and ail liability with respect to or in any way arising from this sweepsukes or the acceptance, possession or use of any prizes, including liability for any 
{H-rsonal injurv. Winners will be asked for permission to use their photograph, name, city and stale of residence for advertising. Prizes won by minors 
must l>e awarded in the name of the parent or guardian who mast execute affidavit and release on minor's behalf. Sponsor may condition final prize 
awards on execution of publicity and uability releases and afRdavils of eBgibiliiy. Sponsor may' select an alternate winner if initial winner fails to sig^ and 
return such releases and affidavits within 21 days of atlemMed deitvery. Taxes are the winners' responsibility and winners must supply Sponsor with 
Social Security number to receive prizes valued over 8600. WINNERS’ USTS AND FUTURE MAILINGS: For a list of major Sweepstakes Prize «dn- 
ners available from 2/15/99 through 1/15/00, or to receive future Sweepstakes opportunities without obligation, write: 1998 MBC Sweepstakes 
Information, PO Box 141^17. Grand Rapids, MI 49514-0617 or call (616) 73S-21Q0 M-F 8am-Spm EST. Pnnted In U S A. 
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PRIZE mN^ 

flAB 


PRIZE WJN/^'i; 



MicMgan BpI&’s Lifetime Goaffamtee 
ftotects You 1%© . 

You Kfek MotW^! 

If yoB’ic n« bap^ witii siny item yosi older ftom us, ^ptywtnm 
it -wUhin 15 days for a fliH reftimd or repbcemait, wMdicw yon 
prefer. 

Any items that do not grow and flourish to your complete 
sadsfiiction wlU be replaced FREE - with no time liott: - for as long 
as you gartteffl. 
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t1M,m.OO QRAND PRIZE 
PAYMENT METHOD PREFERRED: 

□ CMlWiWCK 

□ eoRPCMnoacK 
O momtamm 

□ NOMCnaNBCf 

DEADUNEDATE; 

3/6/98 




KANY PAST tfUBlERS HAVE BSBSH OOR BSST CUSTOMBRS. 


AS OFFICIAL SWEEPSTAKES DIRBCTOR, I SNCOCBAGB YOU TO SERIOUSLY CWSIDBR 
PURCHASING CME OR MORE OP JIM MEADOWS' RECOMMBNDATICMS BUCLOSED. IF YOU ORDER. 
BE SURE TO USB THE OFFICIAL BRIGHT YELLOW RESKMSB ENVELOPE. ALL OTHERS MUST 
USE THE PLAIN MfilTE 'NO* RESPONSE ENVELOPE. 


"T! 


> 


r* 


OMCE AGAIN. JIM HAS DONE THE NEARLY IMPOSSIBLE. HE HAS POT A STONHING SELECTION 
OF IMPORTED BBQ(WZAS TOGETHER. GUARANTEED TO TURN YOUR YARD INTO A GARDBl 
SXTRAVAaAMZAi OOH T MISS OUT. YOU WON'T FIND PRICES THIS UW ANYWHERE ELSE. 
EVERYTHING IS COVERED BY C»R M0<R1SK LIFETIMB ODARANrEB: 

IF YOU ARE NOT HAPPY WITH ANY ITBf YOU ORDER FRCM US. SIMPLY 
RETURN IT WITHIN 15 DAYS FOR A FULL REFUND OR REPLACEMENT. 

IffilCHEVER YOU PREFER. 

ANY ITEMS THAT DO NOT GROW AND FLOURISH TO YOUR COMPLETE 
SATISFACTION WILL BE REPLACED FREE - WITH NO TINE LIMIT * 

FOR AS UE*G AS YOU GARDBB. 


X 




BEST OF ALL, YOU CAN 
INCREDIBLE GAROEHING VALUES. 


AND STIX^ TAKE ADVANTAGE OF THESE 
THAT'S RIGHT* ORIXR WITH YOUR CREDIT CARD NOW 


X 


/ \ 

AMD YOU PAY NOTHING UNTIL WE SHIP YOUR ORDER TO YOU THIS SPRING. TWT MEMiS 

NO RISK TO YOU! YOU HAVE NOTHING TO lOSB! 

/ \ 

z 

0 

1 

SO ORDER WITH CONFIOEHCE WK^ YOU CLAIM YOUR SPECIAL PRBIZUM MiD TBU. US HOW 

YOU'D LIKE TO RECEIVE A PAYMQIT OP $100,000.00. 

■*1 

Z 

> 

f 

REMQSER, WE MUST HEAR FRCM YOU BY 3/6/98 OR THE SOCIAL PREMIUM YOU HAVE BEEN 
SELECTED TO RECEIVE WILL BE CONSIDERED OPQi TO FORFEITURE. PLEASE DO NOT GIVE 

UP WHAT YOU'RE ENTITLED TO. RESPCWD IMMEDIATELY. 

o 

z 

E 


Q 


URGQITLY, 


6 

z 


n 

o 


PAULINE EVANS 

> 

< 

OFFICE OP PRIZE AWARDS 

=j 

z 

P.S. $10,000.00 BONUS OFFERED TO GRAND miZE WINPIER IF 

o 

u. 

. J 

RESPONSE IS RECEIVED BY THE DEAIX.IHS DATE. 

z 

k / 


H IW TO WUSA 
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PUBLISHERS 
CXEARING HOUSt 

iOtVMMMBSORCU 
taltfVItttfHMCTON. NCWVORK t lOSO 


February 27, 1998 



Palm Springs CA 92264 
Dear 

It's morning. You're at home getting ready to start the 
day. Deciding what to have for breakfast, perhaps, or 
what to wear to work. 

Suddenly, there's a commotion down the street. You hear 
an unusual sound. 

Through the window, you see an armored car pull up to 
your door. Two guards get out. They move quickly to the 
rear of the vehicle, weapons at the ready. Out steps a 
distinguished silver-haired gentleaian with a suitcase 
handcuffed to hie wrist. Flanked on each side by the 
armed guards, he strides purposefully to your door. 

The doorbell rings. Mhen you open the door, Dave Sayer 
of the Publishers Cle aring Bouse Prize Patrol greets you 
vith, you're our newest multimillionaire. 

And I've brought all your millions to you.* 


Kith that he unlocks the suitcase 
and reveals $3,500,000.00 in cash 
right there before your eyes I 

Dollar after dollar, greenback after greenback, it's all 
there. Three and One Half Million Dollars — in cash I 
I'll bet you never thought you'd live to see that much 
money — all at once — all in cashl 

Yes, here it is and it’s ALL FC» YOU. To spend as you 
like. Pay off bills, invest, take a trip, treat your 
family emd friends — and yourself — to anything you'd 
li)ce. 

Sound like a dream, On the contrary, 

I have it on good authority that April 15 is when it could 
all happen for you. That's the day that we will take a 
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special early look at the winning number for Giveaway 
No. 525 ... and the day you will definitely win 3.5 Million 
Dollars should you have and return the matching winning 
number from this Bulletin. Which means that your prompt 
response now could turn this scenario into real life. 

But you see our concern for confidentiality. It's not every 
day an armored car unloads $3,500,000.00 into someone's 
living room. And as a precaution, we don't Want the word to 
get out that 243 Tunis St could be the next delivery site. 

But we're committed to giving the prize money away. And we 
need two things from you before we can proceed further with 
our prize winner selection process. 

First, sign and return the Acceptance Notice letting us know 
that you're willing to accept the cash should 56 7252 3639 13 
match the winning number. 

Second, enclose your signed Confidentiality Acknowledgment 
attached to the packet this letter came in so we know this 
method of delivery will be just between us. 

Then don't delay. He must know of your willingness to accept 
the cash by the April 3 deadline at the latest. He can't hold 
the prize for you from this Bulletin after that date. 

Sincerely , 

Dorothy Addeo 
Contest Manager 

P.S. If you'd rather not have so much cash delivered to 
you, just check the box on the Acceptance Notice. 

Dave will bring you a Certified Check for 
3.5 Million Dollars instead should you win. 
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PUBUSHERS 
CLEARING HOUSE 

lot vHWiaa OKU 

rOOTUHSMOOCIOM. NooniDU 1 1050 


February 27, 1998 

FROMs Dorothy Addeo 

SUBJECT: Confidentiality Acknowledgment 

«y name is Dorothy Addeo and I'm Contest Manager of 
Publishers Clearing House. 

Wjat I have to tell you is so potentially lucrative for you 
that I had to rush this information out as soon as I could. 

The fact is has been identified as a possible 

location for an extraordinary future event. I'm writing to you 
now to ask for your participation should your addres's be the 
one chosen as the actual location. 

However, given the unique nature of this event, I'm concerned 
that this information might leak out and become too widespread. 
So while 1 need your involvement now, I also want to be sure the 
event and its potential outcome will not be revealed too soon. 

Therefore, I'd appreciate it if we could keep this information 
confidential for the time being. So please sign the 
Acknowledgment below and return it along with the document 
enclosed within the attached brown wrapper. 

Signing below slmpl/x confirms that you will keep our plans 
confidential a little^^ile longer. Once you read inside, 
you'll understand just yhy it is desirable to maintain a 
certain silence. So please sign below and then open the 
brown wrapper. 

I look forward to hearing from you very soon. 
************************************************************* 

CONFIDEHTIAIITY ACKNOWLEDGMENT 

I, Palm Springs, CA 92264, 

acknowledge notification of the unique nature of this exciting 
event and will not reveal it to anyone beyond my close friends 
and family until after the prize is awarded. 


Signed 


Date 
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j 

Is 

PUBUSHERS 1 

CLEARING 

HOUSE 

[\ 

PRIZE PATROL J 


101 WINNERS CIRCLE 

PORT WASHINGTON, NEW YORK 11050 

DAVID C. SAYER 
Executive Director, Prize Patrol 

Dear Winner Candidate: 

Hay I ask a favor of you? It's rather important and I hope you'll 
respond positively to my request. 

You see, I'm all set to surprise the winner of the Publishers Clearing 
House $3,500,000.00 SuperPrixe. And Contest Manager Dorothy Addeo has 
informed me that vour entry from this Bulletin could be the wipner l 

If indeed you are our $3.5 Million winner, we will be at your door on 
April 15, along with the news crew from your local TV station, to 
record the winning mooMnt for the entire country to see. The TV folks 
will ask you, "What are you going to do with all that money?" And 
they'll ask me questions like, "Row can you afford to give away all 
that money?" and, "Do most people order when they enter?" 

While we have had winners %rtio adnu.tted on TV that they hadn't ordered 
anything %dien they entered, I'd love to say you don't just enter for 
the prises. I'd like to answer, "This winner is a smart custotser who 
takes advantage of our unbeatable' deals as well as our Sweepstakes and 
placed an order with the winning entry!" 

As a friend and potential stultimillionaire, you understand that 
the only way we can afford to give away so much money is to sell 
magazines. Since I'm about to head out for my next big prize 
delivery, I'd like to ask my favor now: 

Won't you please take advantage of your "On The House" or Free 
Inspection privilege and order sosMthing at this time? 

It doesn't have to be a big or expensive item, and with over 120 great 
deals to choose from, you're sure to find something you like. So make 
your pick using the enclosed sheet of Order Stanqps. Then be sure you 
get your documents back to us by April 3 . 

And if you're named our big winner. I'll bring your first issue or 
item along with your $3.5 Million prize. How's that for fast and 
courteous service ! 

Many thanks for your help i 



David Sayer 
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PUBLISHERS CLEARING HOUSE* lOi wwb owqi- row wi w i o t o «>, mitvam . I 


I0» 


$3.5 Million Acceptance Notice 
from 



willing to accept 3.5 Million Dollars in cash from Publishers 
Clearing Bouse on April IS provided SuperPrize Number 
56 7252 3639 13 matches the winning number and this acceptance 
reaches PCH by ^nril 3, 1998. Should that be the case, I will 
expect Dave Sayer to arrive in an armored car with guards to 
deliver the cash to me at Palm Springs, CA. 

Q 1 would really prefer a Certified Check should I be 
the winner. 


Thank you. 



Signed: 



Palm Springs CA 92264 


I'd also like you to be able to tell the media that I, 

don't just enter for the prizes but know an 
unbeatable deal when I see one. Therefore, please activate 
ay ON THE HOUSE Privilege and see that I receive Express 
Order Processing on any Itea(s) I nay order below. Thank you. 



r“ 

PLACE 1ST 

•'T- 

• 

PLACE SNtt 

“T— 

1 

1 PLACE 3RD 

1 

PLACE HTH 

— 1 

j 


DRIER STAUP 

1 

ORDER STAUP 

1 ORDER STAMP 

1 

ORDER STAMP 



HERE 

• 

HERE 

1 HERE 

• 

HERE 




.a. 


mO. 





Your credit is A-OK, so as a President's Gold Club Member won't 
you try one or more of our unbeatable deals? If not ordering, 
paste "NO* stamp from the sheet of stamps over the first two 
order boxes. 
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If you have and lehim the Grand Prize winning number we'll declare 

riE JiiGING IS iOW FiiMi 

IS @ii 

$l>66>7S«®i WliHiRSl 

en the status of $I,666.675.(K} winners in sweepstates presented by MONEY would read as follows: 
IZE AMOUNT WINNER'S AFFIDAVIT PRIZE PAYMENT 




t risk forfeiting the $1^66^5.0a 
iLT Officiat Enffy Certtficate is rot 
ou- pree nurrfcers Will be voided 
feve won will be paid to an 


VIENNA VA S5ias-l*m& 


UHbRQJIMS CGSdlSOl? NNHUlAfilM AneOBFXbO IJOhbTEbI gJSOAULab 




If you liave and return the Grand Prize winning number, we*U ofBdaUy declare that:*^ 


CiintHli - MCH SiHRS Hii 
t »» m^m §§i¥i B®Ti 
fti wmim 


ne name Mr. h3S something in common with a previous Grand Prize 

ling that oauld be worth $1,666,675.00. 

Our fi!^i^^|jj|^^66.675.00 winner. Jack Sears of De^field, Illinois, received a confirming 
IS eligibiii^^i^^lmuch like this one. He also received a unique set of Prize Numbers -- just 
V recavir^^)t:'rjumbers exclusively registered in your name. And in Jack Sears' case, he 
'inning laid claim .to a .Grand Prize worth $1.6^675.00. - 

dOd^^the priz^',-ffK':)frihntng . 

func&^ve iSPutiBranteis^'have' bem oosted 
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I MmtMmLrtnx t h 

I itii tyA Si«c0 N«. Swifc i«M 
j DC in o) < y to i 

j Tet am. 9 ${.fujo 

? HiK Kn.y)YM>} 

I AanoM4M>i.-<liM.o(K 

I KdMrri A. lortu 

\ .Senior Vice l^aklcnr 
: Con^rroioiwl Kidariou* 


December 23, 1998 

The Honorable Carl L<evin 
United Stales Senate 

Suboummittee on International Security, Probfexation 
and Federal Servioee 
Waahingfam, D.C. 20510-6250 

Dear Senator l^evin: 

Ibis letter is to advise you of the status at die four sweepstakes promotians you 
referred to The DMA’s Ctanmittee on Bthical Busineas ^actice, speofically, promotioiis 
of Michigan Bulb, Publishers Cleatiiig House, American Family Publishers *^ 1 ) ^ 
Guaranteed and Bonded (Money Magaane^lme hoc). Ibe Committee on Ediical 
Busineas Practice began its review of die promotions in September, to date, three of the 
cases have been dosed, and one is pending completion. 

Michigan Bulb 

Ibe material submitted was actually a emnbination of two Michigan Bulb promotions. 
The Committee learned that one of the pramodons had been discontinued and was not 
being replaced with another mmilar piomotian; therefore, the Omunittee concentrated 
its eflbrta on the other promotion. Committee amtaded the company regarding 
potential violations of DMA’s Guiddines for Ethical Business Practice, 
oonfusLon regarding the significance of the gedd and silver “winning^ tokens, the 
“official order form” verbiage and the potential peiceptian that those who order have a 
better chance of winning a major prize than dioee who do not order. 

Without providing a detailed response as to any ^edfic potential guidelines violations, 
the company responded that the second promotion was also being discontinued and 
was not being replaced. The Committee closed the case baaed on the company’s 
representatioiis (According to the Committee’s case handbag procedures, cases are 
closed if the promotion or practice in questioao is discontinued, hi cases where a 
promotion is revised or replaced with another *PT«i1nr promotion, the revised promotion 
is also reviewed against the guidebnes. If it is then determined that there is no 
guidelines violation, the case is closed.) 


NcwYyr* • Wuhinp<»r 
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Publiahere Clearin£ House 

The Committee reviewed the submitted pramotion and contacted the company 
ref^ardiiig a potential guidelines violation regarding the Stances of winning one of the 
grand prizes, namely the Ford Eiqied ition . *nhe Committee bdieved there may be 
confusian because of the separate sweepstakes entry dendces fiar ordereos and non- 
ordeiers, and questicmed how the drawing for this prize was conducted. The company 
respond^ to the Committee’s inquiry and the leqionse is pending review by the 
Committee. Since the Committee does not review cases in December, the matter is 
pending until the Committee’s January meeting. fThe case could not be reviewed at 
the Committee’s November meeting due to an unfortunate lack of the necessary 
quorum of members who could hear the case.) 


American Foinilv Publishers 

The Committee reviewed the submitted promotion and contacted the company 
regarding a potential guidelines violation with respect to no-purchase option, 
.specifically that the F.ntiy-Order Card did not appear to include instructions on how to 
enter without ordering. ALso, the lack of the Security Label for non-ordetets may give 
the impression that consvunera who do not use the security label are at a disadvantage. 
'The company responded to the Cammittee’s inquiry by stating that the promotion with 
the Entry-Order Card was discontinued and there were no plans to mail it again. In 
the event that the promotion is mailed again, the ccmipany stated that it will take the 
Committee’s concerns into consideiation. With regard to the use of the Security Label 
on the “Important" letter, the company indicated changes have been made in other 
promotions where both orderers and non-ordeters are inatructed to use the label. The 
Committee agreed that the indicated change for promotions that were still in use did 
not violate the guidelines, and the case was closed. 


Money Inc 

The Committee reviewed the submitted promotion, discussing the issue of the 
statement “If you have and return the Grand Prize winning number. . .” and the overall 
impression of the ofier. The Committee, by majority vote, agreed that tire proper 
disclosures were prevalent and positioned properly throughout the promotion, and 
closed the case. (When the Committee agrees that the guidelines are not violated, the 
company in question is not contacted.) 


We will advise of the outcome of the pending case as soon as the case is closed. Please 
feel free to contact me with any questions you may have. As you can see, where a 
promotion is challenged under the guidelines, the self-regulatory process is effective in 
getting marketers to change or discontinue the practice. 



ichard A. Barton 
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$5000 Blackjack 

k*rieticioua BuaiBcaa Noua-lOl Coafldantial Bualacaa Saerat 
AiX 

3iCC Clcaxizuj^ua* Swa^akakas 
XCC Xataraal MoaiitcMring Sarvica 
ACC Payaoe Diviaion 
ACC Wlisaara Ujit 

A£8 Amurda and Sialmraawmta Adadnlatratera 
ACO Cartifiad Bwaapatakaa Judgaa 
ACa Xbc 

AOS XadaBaodaBik JlukriAo Ox^BaalaaCloa 

ACO xsdi^^MUme svmpmtmkmm a coacaac JudgliHr or^aoixacictt 
ACO Kagiatarad Zadapasdant Judgaa 
ACO Bwaagatakaa Amurd Auditora 
AOS B waa p atakaa Divialoa 
JUCS Ba a apakak a a OvOqiaig 
Alan 0 X^artaes Jx 
Alkart 9 Bokartaea 
Albert 9 Tbeavaaa <rx 
Albert Pxiea 
Alaac Ba ab o dy J(r 
Alaaandar C ar anda r o Jr 
Alfred J Robartaon 
Aliea Ttiuraan 
All baa IC400 <}aaotioa 
AaaligMaatad Xeldlaga 
Aaarleaa Arta Bwaapatakaa 
AMarlean taadly Buippcr t Or<n9 
Tiaarl ritn Ifarlraring bad kaaaarch Council 
Bor Affordable pxaacripeiona 
Aadraw ■ baltbxalta 
Andraw Bblltna Oaitbraita 
Aadcawa BartcB a Blaiaa 
Aanivaraary taaceb A«arda CnMitttaa 


ABtbew A J 


Artfaar O Rebartaea Jr 
A9M Bank Card Olalaloa 
Audit Omtrel BaraM 
luirnanhlla Aimrd Diatrlbutlon Caatar 
fiSimrd Adaiaiatratora For Diaburaaaaata Dlrlaloa 
I AMord AMdttlwj Sivlaicz 
Aaard daia Caatar 
Aaard Claia Caatra 
Award DiaborsaMBt Obit 
Avaxd Metiflcstictt Director 
Award aotif icatioB Barrlcaa 
Award Fayaat Oatoraiaation Caatar 
Award Bay eat Dlvlalaa 

» Bayaata • BattlaaMata Oiwialoa 
Frtra Offica 
Baarefa OiTiatea 
Traaafar CcMdttaa 
X Bartaara 
Ai^l at atratioo 

Ateiaiatxatlea BotlflcatloB Bureau 
Awarda Caab Claia Caatar 
iwarda Caabiar 
kwarda Claia OiTisloa 
kwarda Sisburaaaaat Caster 
kvards Diaburaaaaata Divlaion 
kwarda Diatributioa Caatar 
kwarda Diatributioa Divialon 
, Awarda Bayaat Diviaios 
/Awarda Payout Offica 
j Awarda Baareb Caatar 
■^Awarda Traaafar Divlaion 
B T IfXlia^um 
Baafcara Tadt Building 
Baauty of Aaarlea Oivaway 
Baajaain Holaaadall 
Bart Bobbina 
Sartrai^ S Radaend 
Beverly BilXa Beebien Jewelry 
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fMl. VOUCTMt »€Tm» . PW 4 «4m .f IMtOMSl; Oirtct »«r>c.n BlrlPlPn Inc 

C«se tMWr- 


ALL OTHER NAMES used by ihe debtor in the last 6 years 


Big Jackpot Biota 

Birthday Awarda Ciiiwiil ttaa 

Birth^y Search Awairda Coaaaittaa 

Board of Xxaainara 

Board of Inquiry 

Bob Wilaon 

Bradley N Conan 

Brandon Welllnghaai 

Brian B Duffy 

Bureau of Sweepatakea Regulation 
C Bulee 
C Shaman 

Xll irinnera Sweepatakea 
Caailla Wintera Albertaon 
Procesaing Centre 
Car Caah dalaa PayMnt Center 
Carrer T Blghnlth 
Caah Award Prise Winnera Liat 
Caah Claim PayaMnt Center 
Caah Claim Paymnt Centra 
Caah Claim Payout Center 
Caah Oiaburaemnt Centar 
Caah Piaburaanent Centra 
Caah Oiaburaemnt Coanittea 
Caah Paymnt of Amrica 
Caah Payout Center 
Caah Prise Authority 
Cash Registration Office 
Caahiera Office 
Cecil 0 Tansted 

Certified Sweepatakea Ateiniatratora 
Charles Delano 
Charles Oonan 

Chlldrem Amrd Disburaamnt Center 

Childrom Bdueational S weepatakea 

dndy Bartholaaaw 

Circle of Vision 

n alna Psoeeasing Departmnt 

Clarence K Subican 

Colin Ceatrade- M eQ s iea 

Cemisaiened Swe^a takes Aiteiniatratora 

Confidential Conaumr Sweep a takea 

Conrad Crane 

Conrad Terwilliger 

Constance Malenms 

rnnaiimr Award OiTlaioa 

Conaumr Bia bur aam n ta Office 

C ~ iimr Tiifiirmn nn Bureau 

Cocumar Xnfosmtion Center 

Commas fa y a n t Office 

Conaumr Secreta 

Corporate Tramfer System 

Craig M e r ch u ae n 

Credit A Audit Bureau 

Crcawell ^atein Parkas « Vanderhoff 

Currency Tramfar Syatm 

CurraneyCMt 

Dan Inc 

Oaad 

Danial Maaden Jr 
Dawid C Palmr 
Dawld T Corsairs 
Da-rld Wadsworth 
Davis Carlos Paras 

Bulca Palmr A Asseciatas 
DepartaMnt of Cmaumr Sntitlananta 
Oapeaitesy Oisburoanaata Offiea 
Daatination Amrica 
Olamad Publicity Awarda 
Diaanada or Caah Appraisal Cantar 
Diana DaTouag 

Olabursamat Auditing Centar 
OisbursasMat Auditing Centra 
Diaburaam n t Centra 
Disbursamat Holding Association 
Disbursanaata Division 
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vQLiMTMn f^tnOK - S Nm of Oeburls) : £»r«ct Mtriun nirteters. ]nc. 

asc IkJ^; 


I ALL OTHER NAMES used ^ (he deb»r x (be list 6 yetn j 


Diaburis«Mota Roldiag Aaaoeiata* 
DlaburaaMnca Offlc* 

DK Talacem 
Donald Deadacaoa 
Oeugiaa Handlaman 
I X Witliorapooa 
I Ana Wltharapeea 
m Owrloa Kaxthiiar ZZZ 
X Otarlaa Kurevaai ZV 
Xdaa 8t Clair 
laily A Witbarapooa 
Bally xaa wtt&arapooa 
Xqttity Di^uraaaaat Oroxqp 
Xquity yiaaaeial oros^ 

Xquity financial of California 
Zgitity ftmdtng Group 
Xgaity IteaaMiMat Group 
Kraaiaara DlriaiOB 

Ixacutiva Prlaa Award Rarlaw CoaBitOao 
raaklly Awarda iMtituta of iaarica 
Paaily Wva gwa^a talaa 
raadly Guardian Soclaty 
fS 

Plnaneial Satitlamut Saareh Group 

Poraai: McKandrick 

rorasb W Saodlar or 

Praaklia T Morgan 

Punda Diatribution Daak 

0 Burlaa Mealliatar 
Q Kata 

Oarract R Sladgaatan 
Oarald R Qibaon 

global Cmrraaay Traasfor SyaCMi 

Oodfray Chaadlar 

Gbraad OiToaway 

Gbraad Vaatura 

Grant lladaea 

Graat Jjaaricaa Grab Bag 

Drag Btasrdivaat 

Guaraataa Bgnlty Pundlng 

R R OoBway 

Radflald Co n way 

Rank Conway 

Raalthwiaa 

Raetor R Martin 

sinxy Bceetawortb Tlaadala 

Refna Craaaton 

Horaca W Kaglar 

Boroacopa Botlina 

1 Sivport Aanrieaa Pollea 
Zaataat Via Awarda Caatar 
Znataat Vinaar 

Zaataat Vianax Rwaapatakaa 
Zstamational Caah Cenaortliaa 
lataxaatieaal Curraa«y Coaaortlun 
lataraatioaal Curraacy Coordinatora 
intaxaatioaal Currancy fund 
latanatioaal Txawal Coordinatora 
Xataraatioaal Traral Partaara 
J Auatia Gardnar 
J w otia 
Jack D TbonDaoa 
Jael^otunitiaa 

CTieli^tUBitiaa Award Claim Caatar 

Jad^tunitiaa Vlanara Liat 

Jaaaa Albart Cteatawaitha 

Jin Sdgingtoa 

Joal Raman 

John aartiaa 

John Daanend 

John R Da^aay 

Jonatium Ifouran 

Jordan R Moman 

Judy Parguaen 

Xalvia W Paxtea 

Konit Matbawa 





168 


. FORK 1 'AXUnMY FfTITIW • P«9e 6 Of (M)tor(sj O'rect iaeficjn NirtKcrs. Inc 


ALL OTHER NAMES used by dw debtor in the last 6 years 

K«vin S6ow£i«ld 

l<«9uaa Hills Administration Cantor 

Laguna Hills Dlsbursamont Facility 

Lawraneo X Marsh 

Lawranea Lindloy Rlinasmlth 

Laland D Rariaan 

Lanora Stovdcowsky 

Lastar Covington 

Lavom Stowfiald 

Layland H Stanley 

Lois Raga 

Magnificent Collection of Jewelry 

Magnificent Collection Sweapatakas 

Magnificent Jewelry 

Marie Antonio Jr 

Marjorie Webster 

Mark Patterson 

Mary Charlaa 

Matthew J West 

Nauraan Montgeaary 

Merchandise Distribution Cantor 

Merchandise Shlpmant Cantor 

Messenger From The Stars 

Michael Leonard 

Kike Dunneck 

Miles Mahsten 

Mlnuteman Delivery Sorvicaa 

Mlnutaswn Express 

Morgan Lindquist 

Morgan M Lundqulst 

Morris W Dawes 

Myron Feldman 

l^rren W Kagler 

National AsMrlean Awards Center 

National Awards 

National AwardLs Association 

National Birthday Giveaway 

National Bonansa 

National Cash Awards 

National Consumer Center 

National Consusur Coupon Club 

National Control Bureau 

National Family Award 

National Fasdly ..wards Association 

National Family Shopping Network 

National Rousing Aasiatance Awards Center 

National Housing Assistance Bureau 

National Rousing Awards 

National Opinion Bureau 

National Prize Headquarters 

National Processing Facility 

National Publicity 

National Sweepstakes Awards Search Center 

National Sweepstakes Center 

National Sweepstakes Bacrow Center 

National Sweepstakes Headquarters 

National Sweepstakes Services 

National Travel Partners 

National Winners Payout 

MCA Administration 

NCC Claarln^iouse Sweepstakes 

NCC PayMOt Services 

NCC Winners List 

NOB 

Norman Griswald 

Norman Mathers 

Notice of Disposition 

Notification Services 

Office of Awards Claims Division 

Office of Awards Distribution 

Office of Awards Distributor 

Office of CosBtroller 

Office of Disbursements 

Office of Sweepstakes Administration 

Offices of Winston Ballard a Worth 

Olive R McKendrick 
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: va-UKrttr PETITtO* - P«9e 7 of OACorls): Otroct Mrican Nirteten !nc 

C»se 


I ALL OTHER NAMES used try (he detMcrr in the last 6 yean | 


P J BoBsy 

pKciflc JUMrlciua Sroup 
Raeific Coast Proeossixig Contor 
?sei£ie Fuads Piaburssasnt 
FsIsmu: Osisao & MeFlratsn 
Farris M McFirstoa 
Paxria McFirstoa 
Fatrieia Fatsrsoa 
Paul 0 KobsrtsoB 
Payasstar of Award Baa^lts 
Payasat Ap p rova l Cwatar 
Payasat Coafisssitioa Bursau 
Pay— nt Division 

Pay— at Transfer RsportizM; Systs— 

Pay— at Transfer Syate— 

Personal Bnrlchssnt Network 
Peter Aiulraws 
Phillip A Harrison 
Pot of Gold 

Potential Cash Winners 
Prise Claim Oepartment \ 

Prisa DiaburseSMast Canter I 
Prise Disburaasent Co^elttae I 
Prisa Diabursesent Division { 

Prise Distribution Csntsr | 

Priss Distribution Csntre 

Prise Pnaentntioa Bureau 

Prise Transfer 

Peychle ItoeaeBsera 

Psy^diic Bevelstions 

Psychic Stargsts 

R Clauds 

R <3 Barrls 

R Hayden Beyes 

R Hilliard 

R R Bentley 

Randall Hingsley Jr 

Raymond Knox Jr 

Raymond Moas Jr 

Red Letter Awards Ceater 

Resaarefa Asfard Distribution Csntsr 

Reynaldo X Blgafoos 

Richard S Toung 

Richard Bgnar 

Robsrt A Gleason 

Robert A Gleeeca 

Robert A Thompson 

Re^rt A Wilcox Jr 

Hobart X Hayden 

Robert W Mxltwerth Jr 

Roland Howell ZZ 

Roland Ho— 11 XXZ 

Ranald A Mswbouse 

Ronald G Lloyd 

Sabrina 

Sa— el W Matfaeraco 
Sandra Tumar 
Sanford Peodergast 
Sarah Deamond Ryan 
Search and Award Division 
Search Canter 
Shewne Biott 

Slsei^iag Spree Sw— pstakes 
ShowM of Cbeeka Avard Ceater 
Sid Hutton 

Sil— r Gold Cash S—sps takas 
Silver Gold S— epstakes 
Stan Jacobs 
Stuten B Msstsxsoa 
Starmte 

Sterling B Beresferd Jr 
Steven S Granger 
Stev— Vw Ahen 
Steven W Joaephson 
Stewart W Howland 

Stock l^rtfolio or Cash Finaneisl Center 





170 


VOLWTARY PETITION • Pjge 9 


NMe of CleKor(si . 

Cise Huver- 


ncm Nirketers. Inc. 


ALL OTHER NAMES used by the debtor ia the last 6 years 


Sw««pseak«« Adainlstratioa 

Sw««pstak«« Adalnistration 6 Prlxa DlsbursoMat Division 

Swsspstakss AdBinistrstors 

Swsspstakss Award Division 

SwsspsCakss Award Fuad 

Swaapstakos Disbursamant Cantar 

SwaapsCakas Division 

Swaapstakas Payaant gyaminars Division 
Swaapstakas Saareh Cantar 
Swaapstakas Sboweasa 
T Bdward Morgan 
Tad Sandars 

Talaeard Cosmnieations Natwork 

Theoas A Dawson 

Theaas M Z«owall 

Todd Smith 

Tom Matinius 

Tracay Spanear 

Transactions 6 Transfars Dapartmant 

Transactions 4 Transfars Division 

Transnational Pinancial 

Transpacific Funding Co 

Trlpla Winner Swaapstakas 

Thxclaisad Bank Check Section 

Thielainad Prise and Marehandisa Warehouse 

Dnclaimad Prise Dapartmant 

DBA Cash Express 

D8A Diet Plan 

W Qrovant 

WHO Brian 

West Coast Central Swaapstakas Administration 

Wastam Aceaptanca 

Wastasn Bquitias 

Wastam Funding 

Wastam Security Finding 

William Bant 

William Edwards 

William B Allanback 

William Jamas Administrators 

William Worthington 

Wlnaars Audit Center 

Winners Circle 

Wlnnars Distribution Center 

Winners Search Cantar 

Wish Fulfillment Fund 

Wlshlina 

Wiahlina Awards Fund 

ras Touth Education swaapstakas 
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United States Bankruptcy Court 

Cemial District of California 


VOLUNTARY 

PETITION 
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May 13, 1998 


Michigan Bulb Co. 

Attn: Company Owner 
1950 Waldorf, N.W. 
Grand Rapids, MI 495S0 

To whom it may concern: 


I GENEh,^!. j 

I MAY 1 9 1998 f 

j CONSU^RPROTECT&NOMSiOK ? 

LRECEIVFn ] 


I own a new home in Lansing and have already done quite a bit of landscaping and have much more to 
do. I have bought bulbs from your ctmipany and have been very happy with the quality, delivery and 
overall service your company has provided. Tm telling you this so that when you see that I am 
discontinuing further business with you, you won't think it’s because of your product. 

I will not do business with your company any longer because of the tactics you use to get business. I’ve 
looked over the last couple of mailings I’ve received from you that skillfrilly imply that I am a winner in 
your “Swwpstakes”. 


I am a college educated professional with plenty of business savvy. 1 had to read every single line, some 
several times, to see that, technically, you didn’t actually say I had won. If I had to work that hard to 
decipher the truth, we all know how the average prospect will read it Of course, that’s your whole 
purpose. Lead them to believe they will win som^ing if they buy more and more of your product. 

I realize this is legal, but it’s wrong. Not only wilt I not be a part of it, I will use every opportunity I get 
to tell others of the way you are running this scam. 1 am sending a copy of this letter along with copies of 
the literature sent by your company to the Consumers Protection Division of the Attorney General’s 
office. 

Unless you can show me that these practices have stopped, please remove me from your customer/mailing 
list. I will return future mailings to you at your expense. 

Sincerely, 


Barbara Laidiaw 


Copy: Pauline Evans 

Consumers Protection Div. 
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NATIONAL ASSOCIATION OF ATTORNEYS GENERAL 
Adopted 

Summer Meeting 
July 13-16, 1998 
Durango, Colorado 

RESOLUTION 

ESTABLISHMENT OF SWEEPSTAKES SUBCOMMITEE 

WHEREAS, the sweepstakes industry is a billion dollar industry in the United 
States; and 

WHEREAS, a 1992 Harris Survey showed that 92% of all American adults have 
at one time or another received a postcard or letter in the mail informing them that they 
have won a prize and nearly one-third or 53.6 million people have responded; and 

WHEREAS, a 1995 American Association of Retired Persons (AARP) survey of 
telemarketing fraud victims confirmed that jtnzt and sweepstakes schemes appear to be 
the criminals* weapon of choice; and 

WHEREAS, a sampling of cases from federal and state agencies suggests that 
hundreds of thousands of consumers, often elderly, are bilked out of at least tens of 
rnillions of dollars a year; and 

WHEREAS, since 1 990, the number of states enacting specific prize promotion 
and sweepstakes statutes has increased from 12 to more than 25; and 

WHEREAS, in 1996 and again in 1997 state and federal law enforcement 
authorities and State Attorneys general joined forces in projects to crack down on 
sweepstakes and prize promotion operators, resulting in more than 250 actions; and 

WHEREAS, Attorneys General are committed to enhancing consumer protection 
and are the primary enforces of the states' ccmsumer protection laws; 

NOW, THEREFORE, BE IT RESOLVED THAT THE NATIONAL 
ASSOCIATION OF ATTORNEYS GENERAL: 


1 . Establishes a subcommittee of the Consumer Protection Committee on 
sweepstakes and prize promotions that shall be charged with establishing appropriate and 
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adequate safeguards to protect consumers from abusive and deceptive practices in these 
areas, including by: 

o Actively enforcing existing la^ against unfair and deceptive practices by 
operators of sweepstakes and prize promotions; 

o Considering the effectiveness of joint guidelines or statements of policy as 

enforcement tools; 

o Studying whether further specific legislative initiatives would be effective 
means of deterring and punishing deceptive and abusive practices by 
operators of sweepstakes and pri^ promotions; and 

o If deemed qjpropriate, drafting model state legislation. 

2. Authorizes its Executive Director and General Counsel to transmit this 
resolution to interested parties, including the National Conference of Commissioners of 
Uniform State Laws, should a determination be made that model legislation is warranted. 


2 
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GAO 


United States General Accounting Office 

Testimony 

Before the Subcommittee on International Security, 

Proliferation and Federal Services 

Senate Committee on Governmental Affairs 


Not to be Released 
Before 

2:00 p.m., EDT 
Tuesday 

September 1, 1998 


PROPOSED 

LEGISLATION 

Issues Related to Honesty in 
Sweepstakes Act of 1998 (S. 2141) 


Statement for the Record by 
Bernard L. Ungar, Director 
Government Business Operations Issues 
General Government Division 



GAO/T-GGD-98-198 
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SUMMARY 

PROPOSED LEGISIATION: ISSUES RF.T.ATKn TO 
HONESTY IN SWEEPSTAKES ACT OF I3QS 

The intent of the proposed "Honesty in Sweepstakes Act of 1998" (S. 2141), introduced by 
Senator Ben Nighthorse Campbell on June 5, 1998, is to ensure that organizations that use 
sweepstakes or Other games of chance and cashier's check "look-alikes" as promotional or 
marketing tools are as honest and accurate as possible in their dealings with consumers. 

^ response to Senator Campbell's July 1, 1998, request, GAO obtained information on two 
issues related to the proposed legislation: (1) the extent and nature of consumers' 
problems with mailed sweepstakes material and cashier's check look-alikes and (2) recent 
initiatives to address such problems. GAO obtained information from officials and 
representatives in a total of 17 federal, state, and local government agencies and 
nongovernmental organizations. 

GAO found that comprehensive data that could indicate the full extent of the problems 
that consumers experienced with mailed sweepstakes material and cashier's check look- 
aUkes were not available. The main reasons officials and representatives gave for the 
lack of comprehensive data were that (1) consumers oftentimes did not report their 
problems and (2) no centralized database existed from which comprehensive data could 
be obtained. 

Although comprehensive data were unavaUable, FTC and the Postal Inspection Service 
were two organizations that GAO identified as having some data on consumers' 
complaints about deceptive mail marketing practices, which could indicate the nature of 
these types of problems. Much of the consumer complaint information, which GAO 
obtained in a sample from FTC's Consumer Information System, showed that in many 
instances, consumers were required to remit money or purchase products or services 
before being allowed to participate in the sweepstakes. Information about Postal 
Inspection Service cases that had been investigated largely involved sweepstakes and cash 
prize promotions for which up-front taxes or insurance, judging, or handling fees were 
required before consumers could participate in sweepstakes promotions. GAO was 
unable to identify examples of consumers' problems with cashier's check look-alikes 
similar to those involving mailed sweepstakes material because such iiiformation was not 
readily available. 

Two recent initiatives are intended to address consumers' problems with deceptive direct 
mail marketing practices. The initiatives are (1) Project Mailbox for which various 
participating organizations, including FTC, the Postal Inspection Service, and 25 state 
attorneys general, collectively took steps to target organizations that used such practices; 
and (2) the establishment of a multi-state sweepstakes committee that, among other 
things, is designed to facilitate cooperation among various states in dealing effectively 
with companies that attempt to defraud consumers through the use of mailed 
sweepstakes material. 


1 
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STATEMENT 


Mr. Chairman and Members of the Subcommittee: 

We are pleased to have this opportunity to discuss issues related to the proposed 
legislation entitled "Honesty in Sweepstakes Act of 1998," (S. 2141), which was introduced 
on June 5, 1998, by Senator Ben Nighthorse Campbell.' In my statement, 1 will provide 
information on the results of our efforts to determine the extent and nature of problems 
that consumers may have experienced with various sweepstakes mailings that 
organizations have used to entice consumers to purchase goods and services. Also, I will 
provide mformation on our efforts to obtain similar information related to the mailing of 
documents that resembled cashier's checks, also known as cashier's check "look-alikes," 
which are not the negotiable instruments that they appear to be. In addition, 1 will 
provide Information on initiatives in which various agencies and organizations have 
participated to address consumers' problems with direct mail marketing practices. We 
performed our work in response to Senator Campbell's July 1, 1998, request. 


‘On July 28, 1998, Congressman Flunk LoBiondo introduced proposed legislation entitled 
"Honesty in Sweepstakes Act of 1998" (H.R. 4340), which was identical to Senator 
Campbell's proposed legislation. 


2 
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As Senator Campbell indicated in his remarks that appeared in the June 5, 1998, 
Congressional Secord, the proposed legislation is primarily intended to protect 
consumers, particularly senior citizens, from deceptive direct mail marketing practices 
The provisions of the proposed legislation are generally designed to help ensure that 
organizations, which may use questionable or deceptive direct mail sales promotions 
involving sweepstakes or other games of chance and cashier's check look-alikes, be 
required to be as accurate and honest as possible in such promotions. Specifically, the 
provisions would require these organizations to ensure that statements are printed in 
large typeface on the outside of the envelope to clearly indicate that the printed material 
inside involves a sweepstakes or game of chance and that the consumer has not 
automatically won. Also, the provisions would require that these organizations include 
statements at the top on the first page of the printed material iiiside the envelope that 
would 

- repeat the statements that were printed on the outside of the envelope; 

- indicate consumers' chances of wiiuiing the sweepstakes; and 

state that no purchase is necessary for consumers to win a prize nor would such 

purchases enhance their chances of winning. 
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In addition, for mailed cashier's check look-alike documents, the provisions would 
generally require that in accordance with prescribed Postal Service regulations, a 
statement be included in large or contrasting typeface on the document to indicate that it 
is not a check and has no cash value. 

As Senator Campbell has indicated, consumers would be key stakeholders in helping to 
ensure that organizations complied with the provisions in the proposed legislation. The 
role of consumers would be to report their complaints to the Postal Service about any 
mailed materi2d that appeared not to meet the proposed legislative provisions. Such 
complaints would provide the Postal Service with information that could be used to 
appropriately investigate and determine an organization's compliance with the proposed 
"Honesty in Sweepstakes Act" provisions. If such information indicates that the mailed 
material is not in compliance, the Postal Service may take action to dispose of the 
material or return it to the sender. 

APPROACH 

As agreed with Senator Campbell, our primary purpose was to obtain available 
information that could help indicate the extent and namre of problems that consumers 
may have experienced with mailed sweepstakes material and cashier's check look-alikes. 
To accomplish this purpose, we performed general research to identify any federal, state, 
and local government agencies as well as nongovernmental organizations that may have 
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been involved in dealing with consumers' complaints about questionable or deceptive 
direct mail marketing tactics involving mailed sweepstakes material and cashier's check 
look-alikes. The key federal agencies we identilled were the Federal Trade Commission 
(FTC) and the U.S. Postal Service, specifically, the Postal Inspection Service. We also 
identified other state and local government agencies and nongovernmental organizations 
that dealt with such complaints, including 


state Attorneys General offices for such states as Florida and West Virginia; 
local government offices that handled consumer protection issues; and 
various nongovernmental organizations including (1) American Association of 
Retired Persons (AARP); (2) National Consumers League (NCL),® which established 
the National Fraud Information Center (NFIC);^ and (3) Direct Marketing 
Association (DMA).^ 


^NCL is a private, nonprofit consumer advocacy organization that was established in 1899 
with a mission to identify, protect, represent, and advance the economic and social 
interests of consumers and workers. Among other things, NCL provides government 
agencies, businesses, and other organizations with information concerning the consumer's 
perspective on various issues such as child labor, health care, and food and drug safety. 

^In 1992, NCL established NFIC as a nationwide toll-free hotline through which consumers 
cotUd report suspected instances of fraudulent activity and receive information about 
avoiding the dangers of fraud. NFIC focuses on problems associated with telemarketing 
and Internet fiaud, 

*rhe Direct Marketing Association (DMA) was established in 1917 as an international, 
nonprofit trade association whose primary objective was to serve its members in bringing 
about more effective direct marketing techniques. As of June 1998, DMA had about 6,700 
members representing about 3,700 organizations in the United States and in 54 other 
countries. Samples of DMA members included catalogers, publishers, book and record 
clubs, financial service companies, manufacturers, and advertising agencies. 
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We contacted officials at FTC and the Postal Inspection Service and discussed with them 
the extent to which they may have collected and maintained data that could indicate the 
extent or scope of consumers' problems with questionable or deceptive mail marketing 
practices that involved mailed sweepstakes material and cashier's check look-alikes. 

Also, we discussed with these officials whether we could obtain examples of consumers' 
complaints about such practices that could indicate the nature or the types of problems 
that consumers had experienced. 

In selecting states to contact, we relied in large part on information obtained from FTC 
officials. These officials generally cited various states that 

had laws, which included requirements for organizations to follow in using mailed 
sweepstakes material as marketing techniques; 

- were involved in legal actions concerning mailed sweepstakes material against 
specific organizations; and 

- had been active in dealing with consumers' complaints about mailed sweepstakes 
material and working with other agencies and orgairizations to help educate 
consumers about questionable or deceptive mail marketing practices. 

During the course of our work, we also obtained information about initiatives in which 
various federal and state government t^encies and nongovernmental organizations have 
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participated in addressing consumers' problems with questionable or deceptive direct mail 
marketing practices. 

At the time we completed our work in mid-August 1998, we had obtained information 
from officials and representatives in 17 federal, state, and local government agencies and 
nongovernmental organizations. Because we had a limited amount of time in which to 
obtain information related to mailed sweepstakes material and cashier's check look-alikes, 
we did not independently verify the information provided by the 17 ^encies and 
organizations. A list of these agencies and organizations is included in the appendix to 
this statement. We did our work from July through mid-August 1998, in accordance with 
generally accepted government auditing standards. 

EXTENT AH P. m TURE OF CONSUMERS' 

PROBLEMS WITH MAILED SWEEPSTAKES 
MATERIAL AND CASHIER'S CHECK ’LOOK-ALIKES'’ 

Of the 17 agencies and organizations from wdiich we obtained information, we found that 
comprehensive data on the extent of consumers' problems with mailed sweepstakes 
material and cashier's check look-alikes were generally not available. We found that in 2 
of the 17 agencies and organizations-namely FTC and the Postal Inspection Service-some 
data were available that could help indicate the nature or types of problems that 
consumers had experienced with mailed sweepstakes material. However, we were unable 
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to obtain similar data concerning cashier's check look-alikes. According to FTC and 
Postal Inspection Service officials, consumer complaint data on cashier's check look- 
alikes were not as readily available as data on mailed sweepstakes material. 

Various officials and representatives in the remaining 15 agencies and organizations told 
us that generally they could not provide us with information similar to FTC and the 
Postal Inspection Service that could Indicate the extent or nature of consumers' problems. 
The reasons they cited were mainly because (1) their agencies and organizations did not 
believe it was their primary function to collect or maintain such information or (2) their 
data collection was limited to Information that could assist the agencies rmd organizations 
in taking action against a specific company that may have misused sweepstakes as a 
marketing tool. For example, an official in Florida's Office of the Attorney General told 
us that consumer complaint information was collected and maintained oitly on American 
Family Fhiblishers (AFP)’ because the state of Florida had filed a lawsuit against AFP for 
allegedly deceiving consumers with mailed sweepstakes material. 


’American Family Ihiblishers (AFP) is a company partly owned by Time Customer 
Service, Inc. ArP's main purpose is to provide consumers with opportunities to purchase 
magazine subscriptions. AFP has used a sweepstakes to try to induce coiMumers to 
purchase subscriptions. 
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In attempting to identify the extent of consumers' problems with mailed sweepstakes 
material and cashier's check look-alikes, we found that comprehensive data that could 
clearly indicate the extent of the problems, including such inform^ion as how frequently 
such problems might occur, were not available. Various officials and representatives 
from the 17 federal, state, and local government agencies and nongovernmental 
organizations from which we obtained information told us that generally, such data were 
not available for two main reasons-fiist, consumers oftentimes do not complain or report 
their problems and second, no centralized database existed that could indicate the ftill 
extent of such problems involving those who did not register complaints. 

Regarding the first main reason for the lack of comprehensive data, officials and 
representatives told us that consumers often did not report problems because they were 
too embarrassed or did not realize that they had been victimized. Also, some consumers 
reportedly feared that if they complained, their chances of future sweepstakes wiiuiings 
would be diminished. In addition, an AARP representative mentioned that in many 
instances, elderly consumers ttuty fear losing their firrancial independence if they reported 
negative experiences with mailed sweepstakes material. Specifically, elderly consumers 
may fear that if their family members learned that they had been victiinized, the family 
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members might then take steps to prevent future victimization, such as stricter control 
over bank account activities. 

In addition, consumers may not file complaints because such complaints can be filed with 
various organizations, such as FTC, the Postal Inspection Service, NFIC, a iocal better 
business bureau, or a consumer protection agency. In many instances, consumers may be 
uncertain about which organization is the most appropriate one to receive their 
complaints. Also, in some cases, if consumers try to file complaints, they may be referred 
to or told to contact other organizations, which may cause consumers to become 
fimstrated and abandon their attempts to file complaints. 

Concerning the second reason for the lack of comprehensive data, various officials and 
representatives mentioned that no centralized database existed that could indicate the 
extent of consumers' reported problems with deceptive mail marketing practices involviirg 
mailed sweepstakes material and cashier's check look-alikes. Some of the agencies and 
organizations from which we obtained information, such as FTC, NFIC, and stale attorney 
general's offices, have collected and maintained some, but not complete, consumer 
complaint data related to such practices. 

Consumers can complain to a variety of organizations, but none of these orga niz a t ions 
necessarily receives information on complaints filed with other organizations. For 
example, in large part, FTC receives complaints directly from consumers and from 
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various outside organizations, including NFIC, AARP, and Project Phonebusters.® 

However, FTC does not generally receive consumer complaints from all organizations that 
may accept such complaints, such as state attorneys general offices and local consumer 
affairs offices. ’An FTC official mentioned that currently FTC is working with other 
organizations, such as the National Association of Attorneys General (NAAG),' to 
encourage these organizations to share consumer complaint information with FTC, so that 
more comprehensive data on consumer complaints can be centrally collected and 
maintained. 

Also, although the Postal Inspection Service receives numerous complaints related to 
consumers' problems with alleged fraudulent activities, including mailed sweepstakes 
material, it does not necessarily recejVe these complaints from all organizations that 
accept them. In addition, according to Postal Service Inspection officials, the extent to 
which complaints within the Postal Inspection Service's database involve mailed 
sweepstakes material or cashier's check look-alikes is not easily determined. 


‘Project Phonebusteis is a Canadian national task force that provides consumers with a 
toll-free hotline through which they can register their complaints about fraudulent or 
deceptive marketing or promotional practices. 

’The National Association of Attorneys General (NAAG) is a professional association that 
was established in 1907. Its members include the Attorneys General of 50 states and 
chief legal officers for other jurisdictions, such as the District of Columbia and the Virgin 
Islands. The U.S. Attorney General is an honorary member of NAAG. NAAG's overall 
goals include (1) promoting cooperation and coordination on interstate legal matters and 
(2) increasing citizen understanding of the law and law enforcement's role to ensure both 
protection of individual tights and compliance with the law. 
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Furthermore, some of the agencies and organizations from which we obtained 
information did not have c«nprehensive dtUa because they generaliy believed that 
collecting and maintaining such data were not their primary ftinctions. Also, an AAKP 
representative told us that the general lack of comprehensive data was partially due to an 
overall scarcity of resources, including staff and funds, which she believed would be 
needed to collect and maintain a comprehensive, centralized database. 

FTC's Consumer Information System 
Included Data That Could Indicate the 


In our discussions with various officials and representatives of the agencies and 
organizations from which we obtained information, they suggested that in order to obtain 
examples of such problems, in all likelihood, FTC would be the most appropriate agency 
to provide us with data on consumers' complaints about sweepstakes mailings and 
cashier's check look-alikes. FTC officials explained that the Consumer Information 
System (CIS) is FTC's database that includes consumer complaint information. The 
officials told us that the purpose of CIS, which became fully operational in September 
1997, was to collect and maintain various data related to consumers' complaints.’ FTC 


*An FTC official told us that he believed CIS could serve as the central datidiase for 
receiving information on consumer complaints from various federal, state, and local 
government agencies and non-govemmental organizations that deal with such complaints. 
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officials expected that CIS data would be used primarily by law enforcement 
organizations and officials to assist them in fuUillmg their law enforcement duties. 

The CIS database contained a total of about 200 categories within which consumers' 
complaints were included. The categories in CIS covered a wide range of topics such as 
(I) creditor debt collection, (2) home repair, (3) investments, (4) health care, and (5) 
leases for various products and services such as automobiles and furniture. We identifled 
one of those categories-prizes/sweepstakes/gifls-as the key category that could provide 
us information on consumers' complaints about mailed sweepstakes material. However, 
we were unable to identify a specific category that could help us obtain similar 
information on cashier's check look-alike documents. FTC officials told us that consumer 
complaints about such documents could be included in many of the CIS categories 
because these types of documents may be related to a wide range of products and 
services, including home mortgage loans, automobiles, and real estate sales. Thus, we 
would have needed to review nearly all the CIS categories to try to obtain insight into the 
nature of consumers' problems with these documents. Because our time to review this 
information was limited, we determined that we should focus our efforts on reviewing 
those complaints that were included in the prizes/sweepstakes/giils CIS category. 

As of August 13, 1998, which was the date that we received the data fi-om FTC, the 
prizes/Sweepstakes^gifts category included 15,735 consumer complaint recwds in which 
the initial contact from the company to the consumer was made through the mail. FTC 
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officials ffirUter told us that to expedite delivery of these data, they provided us with data 
that included only those complaints received ftom two soutces-FTC and NFIC. The 
officials explained that 95 percent of the complaints included in the 
prizes/swee^takes/gifls categoiy in which the consumers were contacted by mail had 
been filed with either FTC or NfTC. Also, they mentioned that many of the 15,735 
records in toe priaesfsweepstakes/gifts category included ccmsumer complaints that boto 
FTC atui HFIC had maintained in their databases for several years before CIS was 
established. 

In reviewing toe consumer complaint data we received from FTC, we focused cm those 
complaints that were included in CIS during the most recertt 12-monto period (i.e., July 1, 
1997, throu^ June 30, 1998). For this period, we identified 1,394 coruumer complaints 
within toe prizes/sweepstakes/gifla CIS categoiy in which the initial contact with toe 
consumer was made by mail. Of toe 1,394 complaints, we found that in 1,215, or about 87 
percent, of these complaints, companies had requested individual consumers to remit 
money. The total amount of money requested by the companies was reported to be about 
$ 102 , 000 . 

Also, our review of the 1,394 consumer complaints showed that 734, or about 53 percent, 
of consumers reported that they had remitted money to toe companies. The total amount 
of money these consumers said they had paid was about $46,000. The amounts of money 
individual consumers said that they had paid ranged from less than $5 to $8,850. Of toe 
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734 complaints, 551 individual consumers, or about 75 percent, reported that they had 
paid amounts less than $5, whereas, in one case, a consumer reported paying $8,850. We 
did not independently verity the accuracy of this information. 

In reviewing the 1,394 complaints, we identified 1,371 that included information in the 
"comment’ data field, which indicated the nature of consumers' complaints. From the 
1,371 complaints, we randomly selected 200 for analysis to try to mote clearly determine 
the nature of consumers' complaints that were included in the prizes/sweepstakes/gifts 
CIS category. We sorted the 200 complaints into the following five groups: 

Sweepstakes that required consumers to send in money or pay fees. 

Sweepstakes that required consumers to purchase products or services. 
Sweepstakes that required consumers to call a telephone number for which they 
were charged a fee. 

- Sweepstakes that required consumers to provide personal information, such as 
social security numbers or bank account numbers. 

A miscellaneous group for those complaints that could not readily be included in 
the previous four groups. 

Table 1 ^ows the general breakdown of the 200 consumer complaints into the five 
groups. 
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Table 1: Gro ups In Whi ch 200 FTC CIS Consumer Complainte on MaUed Sweepstakes 
Material Were Included 


Gronp description 

Total number 
of consnmer 
complaints 

Percent 

Send in money or fees. 

140 

70.0% 

Purchase products or services. 

20 

10.0 

Call a telephone number. 

7 

3.5 

Provide personal informsdion. 

7 

3.5 

Miscellaneous. 

26 

13.0 

Total 


100.0% 


Source; GAO analysis of data from fTC Consumer Information System. 


As indicated in table 1, 160, or 80 percent, of the consumer complaints we sampled 
involved sending in money or fees or purchasing products or services. Some examples of 
the Qiies of complaints included in the two categories were as follows; 


A consumer was told by a company friat she had won $12,000, but that she was 
required to send in a processing fee to claim her winnings. She remitted the fee to 
the company but received no wiimings. Later, she received an identical notice 
from the same company but she did not remit the requested processing fee. 

A consumer received repeated notices that she had won a cash prize in a 
company's sweepstakes. However, she never received such a prize, even after she 
ordered and received several plants frxrm the company. 
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A consumer reported that a company had offered to enter his name in its 
sweepstakes when he purchased magazines. After the consumer purchased the 
mt^azines, the company advised him that he was a sweepstakes winner. The 
company told the consumer to remain at home on a specific date so that he could 
receive his prize, which was a suitcase full of money. Although the consumer 
remained at home on the specified date, no suitcase arrived. 

As shown in table 1, 7 consumer complaints involved organizations asking consumers to 
call a telephone number for which the consumer was charged a fee. Generally, the 
consumer complaints in this group were siinilar in that consumeis were asked to call 
such a number to claim their winnmgs or verify their winning numbers. Examples of 
such complaints included the following; 

- A consumer complained that he had received an award notification in the mail. He 
was required to call a 900 telephone number to verify his witming number. The 
company told the consumer that he had won one dollar. Later, the consumer was 
charged (56 for the telephone call. 

- A cottsumer ams told by a company that she had won either a car or cash and 
required her to either call a 900 telephone number or send in a card to receive her 
prize. Although she sent in the card, she did not receive her promised prize. 
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As indicated in table 1, 7 consumer complaints from our sample involved organizations 
requesting personal information, such as the consumer's social security number or bank 
account number. Some examples of these types of complaints included the following: 

A consumer reported that a company informed him that he could win as much as 
$100,000 if he would send in a release form that included bank account 
information. The consumer did not send in the form. 

- A consumer complained that a company instructed him to call immediately 

concerning his sweepstakes winnings. When he called, a company representative 
tried to solicit his telephone number as well as credit card information. The 
consumer refused to provide the information. 

As shown in table 1, 26 complaints contained a variety of miscellaneous consumer 
complaints that did not easily fit into one of the previous four groups. Examples of these 
miscellaneous complaints included the following: 

A consumer received three letters informing him that he was the winner of a large 
sum of money. After writing many letters to the company, the consumer never 
received any explanation as to why he had not received his money. 

A consumer reported that he had received a notice that he was the winner in a 
company sweepstakes. The notice stated that the company was preparing to 
award him a prize. Ihe consumer sent the company a letter requesting the prize, 
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but subsequently, the company notified the consumer that he in fact was not the 
winner. 



Involving Mailed Sweepstakes Material 

Postal Inspection Service officials told us that the Fraud Complaint System (FCS) is used 
by the Postal Inspection Service to collect and maintain consumer complaint information 
about various types of alleged fraudulent activities, including those involving deceptive 
mail marketing practices. The officials estimated that the Postal Inspection Service 
generally receives between 60,000 and 100,000 consumer complaints each year that 
pertain to alleged fraudulent activities. However, officials were unable to estimate how 
many of these complaints were related to mailed sweepstakes material and cashier's 
check look-alikes. The officials told us that generally, it would be difficult to identiiy 
such complaints because PCS has limited search capabilities. In large part, complaints 
regarding mailed sweepstakes material and cashier's check look-alikes in FCS can only be 
identified by searching on the company name or product sold. 

According to Postal Inspection Service officials, we could best obtain information on the 
nature of consumers' complaints by reviewittg ^tecific cases for which postal inspectors 
had performed investigations. One of the officials told us that during the period October 
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1, 1997, through August 21, 1998, 16 cases involving mailed sweepstakes material were 
closed and specific law enforcement actions, such as the issuance of cease and desist 
orders,® had been taken. The 16 cases most often involved sweepstakes and cash prize 
promotions for which up-ffont taxes or insurance, judging, or handling fees were required 
before consumers could participate in the sweepstakes. 

The disposition of the 16 Postal Inspection Service cases involved various actions. For 
example, seven cases were closed because (1) no clear violations were identified, (2) 
criminal prosecution was declined due to insufficient evidence or a civil agreement was 
reached with FTC, or (3) the sweepstakes operators or promoters abandoned or 
voluntarily stopped their activities. In five cases, cease and desist orders and withholding 
mail orders were issued. In two cases, sweepstakes operators were arrested, with one 
of the cases resulting in a dismissal and the other case resulting in a conviction. The 
remaining two cases were combined into one case because they involved activities 
sponsored by the same organization. This organization offered to provide consumers with 
money allegedly held in the consumers' names with the federal government for which the 


®A cease and desist order is an order of an administrative agency or court prohibiting a 
person or business fiom continuing a particular course of action. 

‘°An order to withhold mail is an order that is requested by the Postal Inspection Service 
if specific laws regarding delivery of mail have been violated. Such an order is issued by 
a judicial officer and sent to the violator and to the postal inspector-in-charge within the 
area where the violator was operating. The order usually requires that mail fixim the 
violator is held for a time by the Postal Service, then returned to the violator. 
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consumers would have to pay a fee. The two combined cases resulted in the issuance of 
a cease and desist order, a withholding mail order, and a false representation order." 


INITIATIVES BY ORGANIZATIONS 
TO ADDRESS DECEPTIVE MAIL 


We identified various initiatives by specific agencies and organizations that were intended 
to provide opportunities for these entities to address, among other things, the problems 
affecting consumers that involved questionable or deceptive mail marketing practices. 
These initiatives also provided the agencies and organizations with information that they 
could use to assist law enforcement organizations in initiating ^propriate actions, such 
as investigations and lawsuits. In addition, the initiatives provided agencies and 
organizations with opportuiiities to work together on efforts that could help educate and 
inform consumers about direct mail marketing practices that could cause problems 
Examples of two of the more recent initiatives included (1) Project Mailbox and (2) the 
establishment of a multi-state sweepstakes committee, which resulted fl-om a legal 
complaint involving AFP. 


"Under 39 U.S.C. 3005, if the Postal Service finds sufficient evidence, an order can be 
issued against any person engaged in conducting (1) a scheme or device for obtaining 
money or properly through the mail by means of false representations or (2) a lottery, gift 
enterprise, or scheme for the distribution of money or of real or personal property, by 
lottery, chance, or drawing of any kind. Such an order may involve reUiming mail to the 
sender and forbidding payment of any postal money order that was made payable to the 
sender. 
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Project MaUbox 


In October 1997, FTC announced the establishment of the Project Mailbox initiative. 
According to FTC and AARP, its main purpose was to establish specific efforts that could 
help educate consumeis and appropriately deal with organizations that attempted to 
defraud consumers through the use of mass mailings. Various agencies and organizations 
participated in Project Mailbox, including FTC, the Postal Inspection Service, about 25 
state Attorneys General, and AARP. Project Mailbox resulted in four efforts being 
established that would target any questionable activities of organizations that use the mail 
to defiaud consumers. The four efforts included 

the initiation of 190 law enforcement actions, which targeted companies that were 
suspected of mail and telemarketing fraud, including such actions as (1) issuing 
cease and desist letters and notices of intent to sue and (2) filing complaints in 
court; 

- the establishment of a strike force involving FTC, the Postal Inspection Service, 
various state Attorneys General, NAAG, and AARP that would collect and review 
direct mail for future law enforcement actions; 
the initiation of AARPs ’Project Senior Sting,’ a project established in 
Massachusetts and Arizona in which unsolicited mail would be turned over to law 
enforcement agencies to search for possible examples of fraud; and 
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the launching of a consumer education campaign involving the Postal Inspection 
Service, AARP, and the Yellow Pages Publishers Association that is intended to 
help consumers and small businesses spot mail fraud. 

NMG.MtiMrjState 

Sweepstakes Committee 

Within NAA6, various committees work on a wide range of issues including civil ri^ts, 
environment, energy, health care, bankruptcy, and taxes. These committees are 
responsible for studying such issues and recommending policy positions to NAAG 
members for acticm. In July 1998, NAAG approved a resolution to establish within its 
Consumer Protection Committee a subcommittee that plans to address matters related to 
sweepstakes and prize promotions. According to the resolution, some of the 
subcommittee's objectives include (1) ensuring active enforcement of current laws that 
prohibit unfair and deceptive practices by operators of sweepstakes and prize promotions, 
(2) determining whether specific legislative initiatives would be effective in deterring and 
punishing deceptive and abusive practices by operators of sweepstakes and prize 
promotions, and (3) when appropriate, drafting documents that could be developed into 
state legislation. 

According to NAAG, the establidunent of the subcommittee stemmed partly from a recent 
legal complaint filed against AFP by about 30 states and the District of Columbia, which 
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sued AFP for engaging in direct mail marketing practices that deceived many consumers. 
Generally, the complaint alleged that in its mailed sweepstakes material, AFP 

- falsely suggested that a consumer must purchase one or more magazine 
subscriptions to win a prize; 

falsely suggested that a consumer was part of a select group vying for a prize or 
was one of only two recipients with the winning number; 

falsely suggested that a consumer needed only to respond within a certain number 
of days, and before an alternative witmer responded, in order to claim the prize; 
and 

- required consumers who wanted to enter the sweepstakes without purchasing 
magazines to follow a more circuitous and cumbersome procedure than those who 
purchased magazines. 

According to various states, as part of the settlement, which was reached in March 1998, 
AFP agreed to pay a total of approximately $1.26 million to about 30 states and the 
District of Columbia. AFP also agreed to revise future mailed sweepstakes material so 
that it would 

- only tell consumers that they were wirmers if they had in fact won, 

ordy tell consumers that they were among a select group that has a chance of 
wintung a prize if the odds of wirmirtg are disclosed, 

tell consumers that no purchase is necessary to participate in the sweepstakes. 
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clearly explain how to enter the sweepstakes without a purchase, 

make it clear to consumers who order magazines on an installment payment plan 

how much money is due each month, and 

not imply that consumers have a better chance of winning if they purchased 
magazines. 

According to a NAAG official, the sweepstakes subcommittee chair-the Indiana Attorney 
General-has been identified. However, it was not clear whether other subcomrtrittee 
members had been selected or whether the subcommittee's work had begun'. Generally, 
the subcommittee members are expected to include representatives fix>m various state 
Attorneys General offices. 
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APPENDIX 


LIST OE . EEDERAL STATE. AND LOCAL GOVERNMENT AfiENORS AND 

NQMj jQVERNMENTAL ORGANIZATIONS AND THEIR LOTATIONS 


1 Name of agency/orguiization 

Location | 

1 Federal government agencies: | 

-Federal Trade Commission (FTC) 

Washington, D.C. 

-U.S. Postal Inspection Service 

Washington, D.C. 

1 State government a^imiea of Attorneys General): | 

1 -Connecticut 

Hartford, Connecticut 

-Florida 

Tallaha^ee, Florida 

-Texas 

Austin, Texas 

-W^ Vlfglnia 

Charleston, West Virginia 

-Wisconsin 

Madison, Wisconsin 

1 Local government agencies: | 

-Citizen Asmstance (Consumer Affairs) for City of Alexandria 

Alexandria, Virginia 

-Consumer Aifairs Divi^n kN' Mtmtgomery County 

Rockville, Maryland 

1 Nongovernmental organizations: | 

-Advertising Mail Marketing Association 

Washington, D.C. 

-American Association of Retared i^rsons (AARP) 

Washiirgton, D.C. 

-Arizotui State University (Gerontology Program) 

Tempe, Arizona 

-Council of Better Business Bureaus 

Arlington, Virgitua 

-Direct Marketing Association (DMA) 

Washington, D.C. 

-Nation^d Association of Attorneys General (NAAG) 

Washington, D.C. 

-Natiorud Consumers League (NCL)/National Fraud Information 
Center (NFIC) 

Washittgton, D.C. 

-U.S. Public Interest Research Group 

WashingUm, D.C. 


Source: GAO. 
(240317) 
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SYNOPSES OF SWEEPSTAKES COMPLAINT LETTERS 

Provided to ITie Subcommittee 
On International Security, Proliferation And Federal Services 
By the Florida Attorney General 



In June 1998 her mother received Time’s 'Guaranteed & Bonded 111” solicitation; she 
belie\red had won, purchased magazines, and has now become despondent and cries 
frequently after daughter pointed out the 'if which qualifies the claim. Ms.^P called 
Ttfne Customer Service in Tampa to complain and the CS rep laughed at her, 



Her 78 y/o mother, restricted to a wheelchair, is a closet sweepstakes junkie and also 
indigent, living on Social Security and food stamps She primarily plays PCH and AFP. 
although the others have recently piled on. Mother wrote numerous bad checks to pay 
for the magazines and knick-knacks and is now receiving, daily, dun letters from 
various collection agencies. Mother has become afraid, paranoid, and is becoming 
mentally unstable She has wired shut her mailbox, hung blankets to cover the 
windovrs, and refuses to answer the door ; afraid of the threats made in the dun letters 
PCH is dunning her over a $3.45 overdue bill Mother will require institutionalization 
shortly as a result 


I 


AN t^rtflMAIArf. ACTClieCOIAt. OWORTUNiIV tl*PiO»r ts 




Receiving dun letters from PCH for a magazine. Playboy, which she never ordered, but 
is being delivered. Has teenage son and is offended to have it in the house. PCH 
refuses to acknowledge their error. 



His daughte^4 y/o ShielaH^B, was a sweeps junkie for several years, principally 
PCH. Mr. 110 returned 20 boxes of merchandise she had ordered in order to 
participate in sweepstakes she was certain she had won. However, PCH denies 
receiving them. He is embroiled in a major collection effort by PCH. 



81 y/o woman has been buying magazines since 1982 in order to collect her “winnings ' 
Was telemarketed by PCH in Jan. 1998 and was asked what time of day she would 
prefer Dave Sayer to and the Prize Patrol to come by. Accordingly, she had her 
neighbors come over for the planned party, which never occurred, and was heartbroken 
and embarrassed by it. “They made me look like a foolish old lady." 



His 80 y/o father, a retired physician, is a sweeps junkie and spends $1 ,000/month 
buying merchandise from the^^egas and Canadian boilerooms who now call and 
promise him that “he's won." HHHK is unable to convince his father to halt His 
review of the check register indicates it began with PCH. 



His 83 y/o mother suffers dementia and is a sweeps junkie. He found and returned 22 
boxes of merchandise to PCH alone. Her total losses are approx. $12,000, with about 
$1 ,000 still owing. He tried the DMA "No Solicit” list, to no avail. Check register 
indicates significant double invoicing, which she double paid. Several of the marketers 
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speciTically U.S. Purchasing Exchange, do not have telephone numbers and are thus 
impossible to halt. 



Elderly father suffers dementia and is a sweeps junkie. He spends approx. $300 daily, 
and the apartment is so full of stuff he cannot move about. Mr. €MHiB£alled PCH to 
clear it up and they replied that their records only go back 18 months, which accounted 
for $30,000 alone. He believes his father was targeted due to his age; very susceptible 
to official-looking maii. He has complete set of solicitations indicating PCH focused in 
on that style of solicitation over several months. 



This 78 y/o woman ordered $300 worth of magazines from AFP this year in order to 
coliect the $1 1 million she believed she had won. Over the period of several months 
she has received multiple solicitations and cannot afford to pay the invoices. She lives 
alone on Social Security. She called AFP to try and cancel and claims they still send 
her invoices demanding the entire amount. She is now getting solicitatons from U.S. 
Purchasing Exchange and Michigan Bulb Co. 



This 83 y/o woman spent approx. $3,000 on magazines, primarily from PCH. They now 
regularly send her boxes of books and merchandise on spec, which she must take to 
the post office to return. “It's, wearing me down and they won't stop it." In Jan. 1998, 
she received a call from a PCH telemarketer which said she had been chosen as the 
$10 million winner and wanted to know how many places to set for the Winners 
Banquet that Dave Sayer and the Prize Patrol would be bringing on Superbowl Sunday 
She then invited all of her neighbors to the “party” and was devastated when the Prize 
Patrol failed to show. “They made me look foolish " 
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MsflBis a Legal Aid attorney representing an indigent couple who lost their savings, 
possessions, and home to sweepstakes. They were evicted following foreclosure and 
are 48 hours away from living under a bridge. Both are Dutch immigrants who believe 
the touted “winner” claims. Upon finally seeking counsel, their first act was to try and 
borrow $10 from her to’ play another sweepstakes and collect The $140,000 we’ve 
won." 



This 64 y/o, articulate, retired government worker lives on a fixed income and in 1992 
believed the PCH solicitations, thus commencing his regular purchases in order to 
participate. Currently, he spends $1 ,000/year, mostly on videocassettes. He never saw 
any qualifying language and says, “You know they just throw it out if you don’t order.” 



A Hillsborough County Sheriffs Deputy called from the trailer of this 91 y/o woman and 
described it as full of magazines, primarily “Time” and “Life”. Mrs. received 

a June 1998 solicitation from Time’s “Guaranteed & Bonded III" sweepstakes and 
called the S.O., frantic to locate Time Sweepstakes headquarters and claim her $10 
deputy pointed out the mouseprint, however was unable to convince Mrs. 
otherwise. 


million. The 




At 84 MrfHMP is sharp and articulate, however his wife of 57 years became a 
sweeps junkie 12 years ago and he has been unable to co nvince her that she hasn’t 
won, nor that she need not make a purchase. has spent approx. 

$1, 000/year buying magazines and junk, while he has been forced to prematurely sell 
off certa in ret irement investments to finance her. He reports they routinely double- 
invoice Kup and he tries to intercept the second bill and throw it away, but she often 
beats him to the mail and pays again. “We come from a time when paying on time and 
protecting your credit were important.” Their planned estate will be little, if anything. 
Re cently AF P turned an overdue bill for $18.94 over to a collection agency, a bill that 
Mr.BBiHInot only paid, but provided the canceled check to AFP. 
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Both parents are in their 70's, suffer some degree of Ateheimers, and are sweeps 
junkies. Theirhome is crowded with piles of magazines yet they are unable to read any 
longer. Ms. VHPI^spends hours weekly trying to cancel all of the orders they spend 
all week pladng, driving all involved nuts. She found they have 6 subscriptions to Time 
and her mother is getting Sports Illustrated. Now they’re being solicited by U.S. 
Purchasing Exchange, and others. She's written letters demandng cancellatfon and a 
halt to the sweepstakes solicitations, to no avail. 



Her elderly mother, in St. Petersburg, has been hooked on sweeps since 1991. Mrs. 

must fly up several times annually to cancel subscriptions and attempt to get 
refunds. Her mother gets an emotional high from the solicitaiton which makes her 
believe she’s won millions, then become deeply depressed when the check never 
appears. The emotional roller coaster is ruining what’s left of her life and making her 
miserable. Mrs. is an articulate businesswoman and willing to travel anywhere, 
anytime to testify. 



Her mother-in-law, became hooked on sweepstakes and was 

spending $2,000/month buying magazirres and junk. The family’s attempts to convince 
her that she did not win, nor must make any purchase, only caused her estrangement 
from the family, Finally she moved to Florida and became a recluse, staying home 
inside a dark apartment all day filling out entry forms and checks, withdrawn, isolated, 
paranoid and losing touch with reality. She claims that David Sayer calls her regularly 
and is her only tru e friend. At th e family’s request her bank has somehow restricted her 
account, however goes to the post office and purchases $700/weekly in 

money orders. She is now ordering her attorney to sell the ^mily estate in Jamestown 
to ftirther finance her sweepstakes, despite the fact that her son arKl his family live 
there. Her name has been sold to boilerooms and scam artists of every stripe. She 
now writes checks to psychics arid Lindenwald. 
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His 91 y/o fetter spends ttousands of dollars annually and cannot be convinced he 
hasn’t won anything. It began with AFP, now he's being solicited by all manner of 
scams. 



This 80 y/o woman had received sweepstakes solicitations for years but never paid any 
attention to them. But tte AFP winter 1997 campaign, “Ed McMahon arid Dick Clark 
convinced me, I looked but didn’t see any ifs or but’s." She ordered magazines as 
directed, rushed to the post ofRce as directed, and couldn’t sleep for five nights, as she 
was exdted about her winning. She postponed scheduled surgery because she 
believed McMahon and Clark were coming to her home in January with her $10 million. 



An Assistant Attorney general in Tennessee, her 70 y/o fether-in-law. 
recehffid the AFP “You and One Other Person” piece and believed he ha^ratSo 
intent was he on beating tte ‘one other person” with his response back to Tampa, he 
flew to Atlartte and mailed his entry there to get it to Tampa fester. He intended to fly to 
Tampa, but called AFP and they convinced him not to. He bought several magazines 
saying, “you need to in order to have a fair chance." 



She’s been buying from AFP since 1991, and purchases a magazine with every entry 
she sends. “You have to buy to stay on their mailing list, and you can’t win if they don’t 
mail you an entry.” 
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Been ordering magazines for years because “you have to in order to win the prize.. .if 
you use the 'NO' enveiope they’il just throw it out'. She admits to spending several 
thousands of dollars over the years. Upon receiving the “You and One Other Person” 
AFP piece in late 1997 she was “so thrilled at winning" that she tried to drive to Tampa 
to collect her prize. Her husband apparently refused. 



Has a disabled son in need of an operation she cannot afford. She became ecstatic 
upon receiving “You and One Other Person” AFP piece in Dec. 1997. By Feb. 1998, 
she realized she hadn't won, “I was just sick when I found out it was all just a game.” 


She has been purchasing magazines since 1986 in order to participate in sweepstakes. 
“You have to othenwise it goes to Georgia, and they just throw it in the trash there.” She 
is 71 y/o. 



A single mother of two living in a rough neighborhood, she was overjoyed when she 
received “You and One Other Person Have Won.” She could finally move her girls into 
a safer neighborhood. Upon reading the piece she believed that indeed, it was a race 
between her and one other person and the first one to get their entry to Tampa would 
win the $10 million. Determined to win, on Jan. 7, 1998, she borrowed $1 ,500 from a 
sister and, with both girls in tow, headed for the airport and jumped the next plane to 
Tampa. She cites the “urgency" of the solicitation, and told me that, since the entry was 
clearly worth $10 million, she didn't trust it to the U.S. mails When she presented 
herself to Time Customer Service in Tampa she was told to wait outside for a young 
manager whqjhgnjriedjgjake her entry form from her, then ridiculed her and told her 
to leave. 
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He is a WW II veteran and knows that Ed McMahon fe too. Accordingly “he has a tot of 
credibility with me, vets don’t lie to each other.* On that basis, he began purchasing 
magazines when ttie solicitaiton bore McMahon’s likeness. Now he continues because 
"if you don’t buy, they'll drop you from the mailing list and you can’t win." 



Her 89 y/o fether, Security in LA and is a sweeps 

junkie, paying about 32 different maiireters to play sweepstakes over the years. She 
obtain^ Power of Attorney and sent all 32 a letter depending they C & 0 soliciting her 
father. PCH continued to do so. She called PCH legal Dept, and made some threats, 
and now says they backdated certain solicitations to make it appear they obeyed her 
first C & D tetter. Reviewing his check register reveals all of them double invoiced her 
father, who double paid each. Yet the invoices fail to note that the subscriptions are 
prepaid for many years in advance. 



Says that her grandfather, 

retired Boeirrg engineer. In approx. 


was a competent, astute octogenarian and 
responded to an AFP soltoitation and 


purchased magazines, then was marketed by PCH, Michigan Bulb, and others. In 18 
months time he spent approx. $100,000 and was besieged by sweepstakes solicitations 
and invoices, a collection agency garnisheed his Social Security check. The home was 
full of treigazines and knick-knacks. PCH allegedly called and said he was such a good 
customer they were sending a limo to pick him up. In Dec. 1997 he realized that he 
was truly b ^e and had sq uandered all of his assets, put a g un to his head and t willed 
thetr^gerj" 
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statement of Magazine Publishers of America, Inc. 
to the 

SubcxHTtmittee on National Security, Proliferation, and Federal Services 
United States Senate 
September 1, 1998 

Chairman Cochran and Members of the Subcommittee: 

The Magazine Publishers of America, Inc. appreciates this opportunity to submit 
this statement to your Subcommittee on the use of false and misleading sweepstakes 
promotions, government ''iook^iike'' envelopes, and facsimiles of checks. This 
statement is presented from the viewpoint of our members - mailers of legitimate 
advertising and promotional material. 

The Magazine Publishers of America ("MPA") is the industry association 
for consumer magazines. Our membership includes approximately 200 publishing 
companies in the United States, publishing over 1200 consumer-interest magazines, as 
well as over fifty international marine companies and others participating in the 
consumer magazine publishing industry. Membership magazines range from well 
known nationally distributed publications, such as Time, Newsweek, Consumers 
Report, Vogue, and Cosmo/x^n, to smaller drculation and local publications, such as 
Harvard Business Review, Foreign Affairs, Sesame Street and Milwaukee Magazine. 

Some of MPA'S larger members are also members of the Direct Marketing 
Association ("DMA"). The MPA works closely wifo the DMA in the area of direct 
marketing issues affecting magazines, including, very significantly, sweepstakes. MPA 
supports the testimony of ‘Richard A. Barton, Senior Vice President for Congressional 
Relations of foe DMA, which is being submitted today. As stated by DMA, MPA 
believes that enforcement of current federal and state sweepstakes laws and 
regulations in combination with meaningful self-regulation by foe industry is the optimal 
approach and that new federal legislation is not needed. 
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The Importance of Sweepstakes Promotions to Magazine Publishers 

The importance of sweepstakes promotions to the magazine industry is 
ertormous. MiMions of si*scriptions ate sold each year, and as rsjxsrted in the July 28, 
1998 issue of The New York Times, approximately one-third of those subsaipliws 
result from a direct mail solictation ttiat in some way involves a sweepstakes 
promotion. The industry has been using sweepstakes as a promotional aid in the sale 
of subscriptions for more than thirty-five years and such magazine marketing legends 
as Reartefs C^st and Time, tnc. have successfully but properly used that marketing 
tedinique during that entire period. It was also reported in The New York Times artide 
that more than 400 million sweepstakes mailings are made each year by just Publishers 
Clearing House and American Family Publishers. It is a big business and it is a 
critically important part of the magazine circulation business. Sweepstdtesover many 
ye»s have been proven to be an effective promotional aid, so #iey are used by 
magazine publishers that are large, well respected, ethical, responsible and extremely 
well versed concerning the laws and regulations that govern them. The business at 
ste^e is far too large »id essential for such companies to flout those requirenwnts or 
the ethical standards that their readers expect. All but a very few of the largest 
publishers utilize one of a few marketing consultant firms that specialize in 
sweepstakes to supervise and monitor their sweepstakes promotions so as to insure 
that they are administered independently, ethically, fairly, and in compliance vwth the 
laws and regulations of the Federal Trade Commission and the various states. 

Most of the larger magazine publishers that handle their own direct mail 
marketing, as well as the prominent sweepstakes promotion consuiting firms that 
publishers use, have worked together with other members of the DMA to deveic^ 

OMA's Ethical Business Practice rules, which cover sweepstakes. Those rules are 
designed to insure that the DMA members’ sweepstakes promotions meet not only al! 
legal standards, but also reasonable standards of fairness, clarity and consumer 
sensitivity. The DMA rules relating to sweepstakes prescribe that sweepstakes 
promotions clearly stale that no purchase is required to win a prize, that the procedure 
for enterrig without ordering is no more onerous than the prot^ure to order a produrt, 
that recipients shall not be told that they have wan a prize, or that they have a greater 
iitelihood of winning a prize than others wfwn that is not the fact, and that the prizes 
shall be clearly and explicitly described 

The Role Of The FTC And The States As Enforcement Agencies 

The Fedwal Trade Commission promulgated rules regiJatir^ swa^stafces 
many years and has been active for decades in ertfbrcing those rules and 
prosex^lng sweepstakes promotion violators under its general unfair tracte practice 
jurisdictkxi. Several st^es have enacted sweepstakes legislation and, increasing^, 
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state attorneys general have become active in prosecuting fraudulent operators and 
offenders. The major magazine publishers that administer their own sweepstakes 
promotions, and the consulting firms that administer promotions for most of the other 
publishers, have been diligent in complying with the FTC's rules as well as the DMA 
Ethical Business Practice rules. In recent years the FTC has been active in enforcing 
its rules against numerous small, unethical, and elusive sweepstakes operators. Many 
of those operators prey on the respected names of the major magazine publishers or 
the two major magazine promoters using sweepstakes. Currently, in response to the 
FTC's vigorous enforcement, many of the offending sweepstakes operators have 
moved their operations to Canada or off-shore where legal enforcement is more 
difficult. The industry Itself is attempting to police violators and has been working with 
the FTC, the state attorneys general, and other private consumer protection groups, as 
explained in Mr. Barton's testimony. 

New Federal Legislation Will Not Be Helpful 

While vigorous enforcement efforts against less scrupulous and usually 
elusive sweepstakes promoters by the FTC and the state attorneys general is 
necessary, as is increased emphasis on industry self-regulation and consumer 
education, additional federal legislation would not be helpful, and indeed would be 
counterproductive. Many states already have enacted laws requiring sweepstakes 
promotion registration and containing consumer fraud provisions specifically 
addressing sweepstakes. Indeed, just this year California enacted legislation 
containing requirements for descriptive promotional language that parallels in several 
respects what is included in the DMA's Ethical Business Practice rules. There are 
sufficient laws on the books to protect the consumer. We know and appreciate that 
Senator Campbell arwJ the other sponsors have the best of intentions, but the 
legislation which is being considered by this Subcommittee will not contribute to the 
elimination of fraudulent sweepstakes operators. It will serve only to impede legitimate 
promoters from functioning effectively and efficiently. 

New legislation would not be self-enforcing. What is needed is continued 
vigorous prosecution of unscrupulous promoters under existing consumer protection 
laws together with meaningful self-regulation within the industry. The testimony of 
Richard Barton sets forth some suggestions for improved industry self-enforcement. 
Working with the DMA, the major magazine publishers and the magazine subscription 
promotional firms that principally utilize sweepstakes have been organizing and 
structuring efforts for improved self-regulation, educating consumers about 
sweepstakes, and identifying those limited number of individuals that buy excessive 
products through sweepstakes promotions MPA and its principal members will 
continue to work with DMA to develop an industry action plan to confront sweepstakes 
abuses. MPA is taking similar steps to organize industry self-regulatory measures to 
control consumer abuses by telemarketers of magazines MPA is doing so with the 
cooperation of the FTC. Both the industry and the FTC have concluded that enhanced 
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efforts toward self-regulation will be far more effective than additional legislation — 
which would require government enforcement in any event. The same can be said of 
sweepstakes enforcement. 

It will be the self-regulatory initiatives, together with FTC and the state 
attorneys general enforcement proceedings against unscrupulous promoters, that will 
effectively reduce the sweepstakes deceptive practices that exist today. The MPA and 
its members endorse these efforts. Further sweepstakes legislation that arbitrarily 
restricts the manner in which legitimate sweepstakes promotions can be drafted will be 
counterproductive. The existing FTC regulations and state legislation are more than 
adequate to give the enforcement agencies the tools they need to prosecute offenders. 

Thank you for considering our views. 

Respectfully submitted, 


MAGAZINE PUBLISHERS OF 
AMERICA 

1211 Connecticut Avenue, N.W, 
Washington, DC 20036 


George Gross 
Executive Vice Presidertt 

Rita Cohen 
Vice President 
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